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 Sex-oriented industry has been existed as early as in dynastic China, and covered 
almost all the countries on the Earth. Hong Kong is of no exception. In such a densely 
populated city, with very few land left for development at the same time subject to a 
lot of constraints, location choice become extremely essential for surviving in the 
market. An appropriate choice is even important for sex-oriented businesses, when 
considering its illegal nature and potential disturbances created to the neighbourhood. 
Nevertheless, not much research addressed the spatial behavior of the industry in 
Hong Kong, and this encourages the author to start working on this aspect. 
 
Indeed, there are various types of sex-oriented businesses in Hong Kong, four 
most popular ones of different nature are discussed in the paper. The research will 
focus on the impact of economic factors on macro perspective first, which is the 
general location pattern in the city, and then continues with the micro perspective, that 
is the situation of specific districts. Light is to be shed on other influencing factors 
like legal and social facets, together with the social cost incurred by government 
intervention into the industry and the feasibility of establishing a red light district in 
Hong Kong. 
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Chapter 1 Introduction 
 
1.1 Background 
 Sex industry is an important economic sector in most metropolitan cities around 
the world and it has always been considered one of the most important issues in a 
society (Scambler and Scambler, 1997; Weitzer, 2000).  
 
As in many other countries, sex work1 is not illegal in Hong Kong, but virtually 
every activities associated with it is regarded as an offence. In general discussions, 
sex work has always been perceived as a crime against morality. The recent heated 
debate on sex work in Hong Kong clearly reflects this point. It is argued that sex work 
should not be considered an occupation (and thus sex workers have no “occupational 
right”); the degree to which sex workers “disturb” the community has been magnified; 
and severe measures to confine the activities of these “dangerous and immoral devils” 
have been suggested (Kong and Zi Teng, 2003).2  
 
                                                 
1 The term “sex worker”, instead of a rather derogatory term “the prostitute”, is used throughout the 
text to refer to a person who performs erotic labour. Likewise, “sex work” and “the sex industry” are 
used to replace the words “prostitution” and “the institution of prostitution” respectively. 
 
2 There is wide local newspaper coverage on this issue in (Oct-Dec) 2000. Please see Yim and Lee 
(2001) 
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In recent years, public interest in sex related topics seems to have grown and this 
also became a popular topic in the mass media and public discussion. This may be due 
to public has adopted a more open attitude to “talking” about this topic. In Hong Kong, 
there are many films and television programs which focus on stories about sex 
workers and their careers. Furthermore, in the press, there is an increasing promotion 
in newspapers and magazines which “specialize” in providing information and guides 
of harlotry and other sex trade activities.  
 
Apart from public media, sex trade industry also attracts attention from social 
scientists. When going through books and journals, there are many studies and articles 
focus on the topic of sex trade industry, such as history, causes, sexual tourism, child 
prostitution, interactions between sex workers and their clients, “red light district”, 
AIDS and other related topics. 
 
However, due to the over-hype by the media, teenagers always have a contorted 
concept on sex and relationship between boys and girls. Sexual related crimes, at the 
same time, showed a growing trend. These eventually led to broken family 
relationship, even tragedies, thus aroused public attention and blamed the sex workers 
for soliciting men as well as giving bad impressions to the teenagers. Some argued 
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that the dispersed distribution of sex trade business in Hong Kong is the main cause of 
the problem, since people can easily contact with sex workers. This argument inspired 
me to investigate the choice of location and distribution pattern of sex-oriented 
businesses in Hong Kong. What are the factors affecting the location choice of this 
industry? What are the problems generated owning to this pattern, and how can the 
government react to it?  
 
Since not much literature focuses on Hong Kong sex-oriented business location 
study, this dissertation attempts to explore the main determinants conducive to the 
observed pattern and the impacts generated. This may help to tackle the problems 
nowadays and study the possibility of a red light district in Hong Kong. 
 
1.2 Objectives 
The aims of this study are: 
1. To review the related location theories and literatures. 
2. To examine the distribution pattern of sex-oriented business in Hong Kong in 
Macro (city as a whole) and Micro (district perspective) sense.  
3. To identify the scientific explanation for the current distribution pattern. 
4. To discuss the social cost arises due to sex-oriented business and the necessity of a 
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legalized red-light district in Hong Kong. 
 
1.3 Framework of the research 
Chapter 1 will give a general background of the sex-oriented industry in Hong Kong 
and the author’s intention of writing this topic. The objective is also stated in advance, 
followed by the structure of this paper. 
 
Chapter 2 of this paper is an overview of the sex-oriented industry in Hong Kong. 
Definition of the industry is first given, together with the nature and historical 
development. Major types of sex-oriented businesses and their traditional location 
will be discussed at the end of the chapter. 
 
Chapter 3 overlooks the previous works of academics. Topics on location theories are 
highlighted, and some discussions as well as the shortcomings will be identified. 
 
Method of gathering information is explained in chapter 4. The important terms 
mentioned in the paper are accounted for in this chapter as well. 
 
The macro perspective analysis on the location pattern of sex-oriented business in 
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Hong Kong will come along in Chapter 5. It is a city-wide examination, including 
factors from different perspectives that contribute to the spatial distribution of these 
businesses around Hong Kong. 
 
Chapter 6 presents with the micro perspective analysis, which is focusing on the 
distribution within districts. 2 location theories will be applied to deduce economic 
factors affecting the location pattern and their inadequacies in explaining the situation. 
 
Chapter 7 is the black hands behind, that is the other factors that affect the location 
pattern of sex-oriented business. Limitations on these factors are also addressed.  
 
Chapter 8 will briefly describe the government’s actions towards the sex-oriented 
industry. The responses from the residents, the effectiveness as well as the impacts on 
government’s actions are discussed in this chapter.  
 
Chapter 9 is the reflection. The concerns and restrictions of introducing a red light 
district into Hong Kong will be discussed, followed by the impacts of it. In addition, 
solutions to the present situation will be included.  
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Chapter 10 will be the conclusion. It will be a general summary of the important 
points of this research. The implications of this research will be stated. Limitations 
will be point out and it leads to the area for further researches.  
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Chapter 2 Overview of the sex-oriented industry 
 
2.1 Definition of sex-oriented industry 
 Sex-oriented industry is an age-old concept and behavior, perhaps as old as the 
existence of human beings. Though it existed for a long period of time, there has not 
been a precise definition which able to explain this contentious behavior. Moreover, 
there has never been agreement around its morality, legality or harmfulness to the 
society. (Ma, 1998) 
 
 Simply, sex-trade can be defined as the gaining of money and goods through 
granting of sexual favours (Giddens, 1989). However, this brief definition was 
incapable of distinguishing the differences between a paid mistress and a professional 
sex worker. A more comprehensive definition was suggested by Wade & Cirese (1991) 
that sex-trade was women engaged “in sexual acts with various partners in exchange 
for money and other forms of payments”.  
 
 In fact, Goodall (1995) had made another definition that had describe 
sex-oriented industry in a more comprehensive sense.  
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 “A prostitution is any person whether male, female or hermaphrodite, who earns 
a living wholly or in part by the more or less indiscriminate, willing and emotionally 
indifferent provision of sexual services of any description to another, against payment, 
usually in advance but not necessarily in cash; and prostitution is the rendering of the 
services defined.”  
(Goodall, 1995:1) 
 
 In Goodall’s version, sex-oriented industry is not just confined to female, but 
also male. He accepted sex-trade as an occupation and the aim of being sex worker is 
to “earn a living”. Provision of sexual services by the sex worker is repeated and the 
clients are various. Being a sex worker is out of free will, and the engagement in the 
sex-oriented industry is naturalized as an occupation. There is no coercion at all.  
 
 Actually, the definition of sex-oriented industry changed from time to time and 
place to place. In different time and different places, the meanings of sex worker and 
the level of tolerance are varied. Whether or not these behaviors are regarded as sex- 
trade depends on the definition but the acts themselves. The differences in 
interpretation are based on the different sources of morality, views of social 
authorities, cultural factors and economic considerations which go to make a social 
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definition (Liska, 1987).  
 
2.2 The development of sex-oriented industry in Hong Kong 
 All along, ever since Hong Kong became a colony of British, the government 
seldom sought to absolutely suppress the sex-oriented industry here. People had 
already become accustomed to it and occurred openly in everyday. Throughout the 
years, the government only introduced the “Contagious Diseases Act” in 1877 to 
strengthen the control on the industry, yet the ordinance was repealed soon. The 
government also tried to require the sex workers and brothels for registration in order 
to ensure the health of the workers in the industry. 
 
 The significant change in the industry was started in 1935 when the abolition of 
sex-trade forced the brothel keepers and sex workers out of Hong Kong. Since then, 
many “guided tour agencies” were established. Apartments were subdivided into 
several cubicles and customers were guided to “tour around” by the girls. Also, 
telephone services (i.e. call-girls) were quite common and customers could call girls 
to boarding houses. After the surrender of the Japanese in 1946, guided tour agencies 
were prohibited, and some sex workers began to stay in the “hostel” and apartment 
and waited for calls from the customers. 
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 In the 1950s, sex-trade began to exist in different forms, like street prostitutes, 
and some even operate their business in the pleasure boats in typhoon shelter. Some 
other sex workers worked in the guise of therapists and massage girls in the 
physiotherapy and massage establishment. Dance hall and dancing academies were 
other popular choices. 
 
 In the 60s, bath houses, bars and escort services began to flourish (Huang, 1984). 
This was mainly contributed by the U.S. troop who was fighting against the Viet-cong 
in the Indo-china. These R&R (Rest and Relaxation) troops either rush to Hawaii if 
they were married, otherwise they would come to Hong Kong to spend their holiday. 
In the peak period, there were over 160 bars and escort services operating in Tsim Sha 
Tsui and Wan Chai district.  
 
 The number of bars and escort services dwindled as a result of the withdrawal of 
US troop from Vietnam in 1973. Sex-oriented business then appeared in several 
different forms (Cao, 2004). “Kai Tau” was the lowest class of brothel, sex workers 
picked up their customers through a “street sitter” or tout. “Kung Yu” (apartment) 
might be used for procurement of sex workers for the customers. The third category 
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was music hall and dance hall. Customers had to pay admission fee and if they wished 
to have sexual intercourse with the girls, they had to pay addition fees. The fourth one 
was beauty parlour, bath house and health center. This was operated by prostitutes in 
the disguise of hair dressing and massage parlour. Customers usually had massage, 
followed by sex play and sexual intercourse. The last was the call-girl house, by 
which call-girls stayed in the hostel and waited for call for services (Cao, 2004; Hong 
Kong Council of Women, 1974; Hodge, 1980).  
 
 As the opportunities to trade with Western countries increased in 1980s, different 
types of sex-oriented business was introduced into Hong Kong, like Japanese style 
nightclub, pornographic karaoke, call-girls, clubs, pornographic hotline, male 
prostitution and so on. One woman brothel (OWB) was another type of business that 
started to exist in the 1980s. According to Crimes Ordinance, Cap. 117 (in the 1980s), 
it was an offence if there were 2 or more than 2 women providing sexual services in a 
premise or a boat. OWB was the manipulation of the loophole of the ordinance by the 
sex-oriented industry, that’s why it could be flourished at that time. (Lee and Nian, 
1996) 
 
 Ever since the 1990s, police force had serious attacked the industry. Crimes 
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(Revised) Ordinance was passed in 1990, which simplified the legal procedure. Police 
started to demolish all the signboards related to any sex-oriented business, which were 
the symbols in Mongkok in the 80s. Owners could expel the tenants if he found that 
the premise was used for sex-oriented businesses. Some people claimed the era was 
traumatic to the industry, as the income of the sex workers dropped tremendously. Yet, 
the fact was more different types of sex-oriented business evolved so as to escape 
from the legal punishment, nightclub and karaoke, villas and UMP were cases in point 
(Lee and Nian, 1996). 
 
2.3 Types of Sex-oriented business in Hong Kong 
This part would like to introduce the current sex-oriented business in Hong Kong. 
These businesses can be classified into a number of styles such as by fees charged, by 
sexual service specialties, by client types and by modes of operation. The 
classification selected maybe far from exhaustive but they represent the popular styles 
of business in Hong Kong. In the following, 5 major types of sex-trade businesses will 
be concerned.  
 
According to Hong Kong Law (Chapter 200, Section 131, 137 and 139), various 
kinds of activities related to sex-trade business is prohibited, such as procuring others 
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to become a sex worker; knowingly lives on the earnings of sex-trade of others and 
keeping a vice establishment. However, the law does not mean that the sex trade in 
Hong Kong is totally suppressed or restricted. In fact, a single woman who voluntarily 
provides sexual services without the control of pimps in a private place is tolerated in 
Hong Kong. Yet, they are not allowed to do anything to entice people in the sex trade 
(Chapter 200, Section 147A). Under this circumstance, the one-woman brothel (OWB) 
seemed to be the only one form of legal sex-oriented business. Despite this fact, there 
are different vice establishments existed to mask their sex trading business in the 
nowadays Hong Kong.  
 
Street Prostitution 
 Street prostitution is the traditional form of sex-oriented business. It is commonly 
viewed as at the bottom of the scale in the hierarchy among all sex related business. A 
street prostitute or her pimp will solicit the clients on the streets, then conduct the sex 
trade at a nearby villa which earns a fee as connection. Comparatively speaking, street 
prostitutes are older (i.e. aged 35 or above) and less attractive. The cost is about $100 




One woman brothel 
 One woman brothel (OWB) is one of the most common types of sex-oriented 
business. The location of OWB is widely spread in Hong Kong (Kong and Zi Teng, 
2003). They will solicit their business by advertising in newspapers and showing 
some symbols at the nearby, like installing a colored light bulb at the top of the doors. 
The charge is varied by the appearance of the prostitute and location, from $80 to 
$500.  
 
 There are at least three forms of operation of OWB. The first one is sole 
operating, by which a sex worker rents an apartment and runs the business by herself. 
The second one is group operating (partnership), a small group of sex workers (2-3) 
jointly rent an apartment and run their business. They will operate on shift and open 
24 hours a day. Entrepreneurship operating is the third type. A boss would employ a 
group of sex workers and rent more than one apartments to run the business of OWB. 
The location and shift of the sex workers may change from time to time (Tang and 
Lam, 1986). 
 
Unlicensed massage parlour (UMP) 
 Manifestly, massage parlour is an establishment to provide massage service. 
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However, it was well known that the standard service of massage parlour is fellation 
and/ or sexual intercourse. The business of massage parlour grew in the 1980s. The 
Hong Kong government first attempted to control the operation of massage parlour in 
1983 through licensing. In 1998, the law was reviewed and a new requirement of the 
restriction of operation hour was induced. 
 
 An UMP is an apartment which is normally partitioned into different cubicles. 
Superficially, the parlour only arranges their staff, massage women, to provide 
massage service. The service fee was also only included the charge of massage 
service. After entering the cubicles, the massage women will solicit the clients to 
purchase the services of fellation and coitus. Usually, the sex workers will collect 
money directly from the clients and the trade of sexual service was seemed to be an 
issue between the “massage woman” and the “client” so that the management of the 
parlour may be free from prosecution (Whitehead and Vittachi, 1997). The cost of 




 The business of vice villa is similar to call-girl, which depends on phone contact. 
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Usually, the vice villa, also called “(horse) stable”, will have connection with pimps. 
Clients may request the keepers or directly call the pimps to arrange prostitutes. After 
the deal was made, the pimps will escort girls to go to the villas to provide sex service. 
Normally, a number of call-girls are employed, or controlled, by a pimp or boss. The 
charge of call-girl is generally between $300 to $400 (Lee and Nian, 1996). 
 
Dance Hall/ Karaoke Nightclub/ Nightclub 
 Like UMP, these establishments are not solely aimed at providing sex services. 
Manifestly, they provide an environment for the clients to dance, drink, sing etc. 
Songstress, performers and the staff of public relations (PR) are there to entertain 
customers. Usually, the charge depends on the duration of a customer staying, the 
food and drinks he ordered and the number of girls accompanying him. Regarding sex 
services, the customer need to negotiate with the girl, and have sex trade outside the 
establishment (Tang and Lam, 1986). It is commonly believed that the girls working 
in nightclubs are the most high-class sex workers because the cost in this kind of 
establishment is the most expensive. Normally, the entertainment and drinks fees are 
around $1000 to $5000 and sex service costs around $1000 to $2000 more.  
 
 Obviously, there are many more types of sex-oriented business in Hong Kong, 
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like bar prostitution usually in Wan Chai, Lockhart Road; besides, keeping mistresses 
is commonly viewed as a kind, for most of the mistresses are “hired” and a mistress 
may provide sexual service for more than one man at the same period. 
 
 It must be noted that sex workers do not necessarily confine themselves to one 
mode of selling sexual services. They may participate in different categories 
concurrently or sequentially. Furthermore, not all sex workers are full time. Some of 
them may be amateur sex workers and they only involved in sex trading occasionally 
or for a brief period. 
 
2.4 Historical location of sex-oriented business in Hong Kong 
Since 1910 when the government started issuing license to brothel keepers and 
sex workers systematically, Wan Chai had become the first “red-light district” in 
Hong Kong. The licensed brothels for Europeans were generally located at Spring 
Garden Lane and Ship Street in Wan Chai. Sex workers were most brisk from six 
o’clock in the evening, and their customers were mostly American and British 
servicemen (Andrew, 1962; Huang, 1984). There were also brothels for Chinese 
which were classified into two types: the “tai chai” (big brothel) and the “sai chai” 
(mini brothel). Tai chai were similar to nightclubs in nowadays Tsim Sha Tsui, which 
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visiting customers were normally well-off Chinese. They were usually found in Wan 
Chai in the 1920s. Concerning Sai chai which were for ordinary people, the prices 
was relatively cheaper and were located in Shek Tong Tsui (Lethbridge, 1978).  
 
 In addition, many unlicensed brothels for lower working class customers were 
scattered in the alleys, apartments and motels of the Central and Wan Chai districts. 
Some sex workers even worked in the floating boats in the Typhoon shelter in 
Saiyingpun and Yau Ma Tei (Huang, 1984).  
 
 In the 1950s, street prostitutes, one of the most common forms at that time, were 
mainly found in Hong Kong Island at Saiyingpun, Connaught Road and Gloucester 
Road at Wan Chai. They also operated in the old premises and low-class hotels at 
Tsim Sha Tsui, Yau Ma Tei, Castle Peak Road and Kowloon City in Kowloon 
(Lethbridge, 1978).  
 
Some other sex workers operated their business in residential flats and hotels in 
modern buildings in Tsim Sha Tsui and North Point; while some worked in the guise 
of therapists and massage girls in the physiotherapy and massage establishments in 
lower income district like Sham Shui Po and Yau Ma Tei. Low-class sex workers were 
 19 
also found in the hilly districts at King’s Park and Sung Wang Toi Road in To Kwa 
Wan (Tang and Lam, 1986). 
 
Bars and escort service flourished in the 1960s, as the US troops who were sent 
to Indo-china to fight against the Viet-cong always visited Hong Kong during their 
holidays. As a result, bars and escort services were set up in Wan Chai and Tsim Sha 
Tsui since they were near the pier (Lethbridge, 1978).  
 
When the US troop retreated from Vietnam in 1973, the prostitution business 
start to appear in different form. “Kai Tau” (chicken cage), the lowest class of brothels 
was one of the most popular type. They were normally found in pre-war buildings in 
Hunghom, Mongkok, Sham Shui Po and Wan Chai (Cao, 2004; Hong Kong Council 
of Women, 1974; Hodge, 1980).  
 
Since 1980s, sex-oriented business was even more diversified. Street prostitutes 
were commonly found in some old buildings in developed districts such as Sham Shui 
Po and Mongkok. OWBs were widely spread in Hong Kong. In Hong Kong Island, 
most of the brothels were located in Wan Chai, Shau Kei Wan and North Point. On 
Kowloon side, the OWBs were spread in Tsim Sha Tsui, Mongkok, Sham Shui Po and 
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To Kwa Wan. Concerning the New Territories, they could be found in Yuen Long, 
Tuen Mun and Tsuen Wan. Massage parlour, which can be classified into licensed and 
unlicensed ones. Licensed one could be found in Tsim Sha Tsui, Yau Ma Tei, Wan 
Chai and Causeway Bay, while unlicensed ones were mainly located in Mongkok, 
similar to those unlicensed vice villa. Karaoke nightclubs were lower class nightclubs, 
thus generated relatively lower income, they were spread in Mongkok, Yau Ma Tei 
and Wan Chai. The nightclubs established in Tsim Sha Shui cost more with better 
decoration and larger scale, so they could afford higher rent (Yat Chung, 1985; Lee, 
1996; Whitehead and Vittachi, 1997).  
 
As a conclusion, Wan Chai, Tsim Sha Tsui, Yau Ma Tei and Mongkok can be 
regarded as traditional “red-light district” in Hong Kong where various types and 
large amount of prostitution business could be found (Ma, 1998). 
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Fig. 2.1a Current location of sex-oriented businesses 
 
 
Fig. 2.1b Historical location of sex-oriented businesses 
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Chapter 3 Literature Review 
 
3.1 Introduction 
 Research on retail has evolved over the past sixty years. The retail agglomeration 
literature has followed the historic practice of retail practitioners rather than leading 
them to new horizons. The retail agglomeration has broadly followed two separate, 
but in certain ways interlinked, theoretical foundations: (1) Central Place Theory and 
(2) Homogeneous retailer clustering.  
 
 The clustering of heterogeneous store in one location is generally explained 
through Christaller’s Central Place Theory (1933). The theory recognizes that 
shoppers purchase more than one item on each shopping trip, thus massing of shops 
reduces the total shopping costs including search costs and transportation costs for 
consumers. On the other hand, the seminal research of Hotelling (1929) provided a 
theoretical framework for the explanation of homogeneous agglomeration based on 
“Principle of Minimum Differentiation”. The research that has followed Christaller 
and Hotelling has been as wide as it has been deep, including literature in geography, 
economics, finance, marketing and real estate (Eppli and Benjamin, 1994). 
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 Ghosh and McLafferty (1987) emphasized the importance of location as a major 
determinant of a corporate’ success. Supporting their assumption, Davies and Harris 
(1990) advocated that, the most important determinant of retail success remains the 
location of the store premises. A well-known aphorism stated that “The three most 
important attributes of a shop are location, location and location” (Davies and Harris, 
1990; Ghosh, 1990; Pearson, 1991). The reason why location is so emphasized is that 
real estate as an investment has its special qualities; it represents a long-term, fixed 
investment that is immobile and unique (Vandell and Carter, 1993). It has been long 
accepted that location can affects directly a shop’s market area, target consumers, 
operating costs and business profits.  
 
 As suggested by Brown (1992), both practitioners and academic are keen on the 
topic. Difficulties for retailers in finding new sites for outlet have become larger, since 
our environment becomes more and more complex. Therefore, the cost of a bad 
decision is so great that decision made solely based on experience is risky (Breheny, 
1988).  
 
 Retail location theories help to explain the location pattern of retail shops and 
give hints to location decision-making determinants, though with specific limitations. 
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The following will give details on 4 theories: Central Place Theory, the Principle of 
Minimum Differentiation, Land Value Theory and Spatial Interaction Theory. 
 
3.2 Central Place Theory 
 In the mid-1930s, Christaller was the first researcher to formally model the 
spatial behavior of retailers. Describing the relationship between retail trade area size 
and distance traveled to the retail area, Central Place Theory is the most developed 
theory of retail location (Craig, Ghosh and McLafferty, 1984; Vandell and Carter, 
1993). The theory earns its strength through its general structure and its ability to 
analyze complex location problems under highly simplified conditions of 
heterogeneous retailing. 
 
 To organize the complexity of inputs in spatial decision making, central place 
theory examines two broad premises – range and threshold.  
 
Range is the maximum distance a consumer will travel to purchase a good, 
which for Christaller is equal to the distance to the nearest center that carries the good. 
The maximum range is the point where the total price of a good (mill price plus 
customer transportation costs) is the same as the value of the item to the consumer 
 25 
(i.e., the consumer surplus is zero). Threshold, the minimum demand necessary for a 
store to be economically viable, refers to the rational behavior of retail entrepreneurs 
(Losch, 1954). Following this, Berry and Garrison (1958) commented that, threshold 
analysis determines the number and location of retail centers using the minimum 
return necessary for the retailer to break even. Range and threshold varies with 
commodity. 
 
As a result, how often a commodity is offered on the economic landscape 
depends on the threshold of the commodity as well as whether the range of the 
commodity is sufficient to permit the store to make a pure economic profit. This is the 
basic criterion of the sellers to choose where the shops locate and what products to be 
sold. Moreover, these two concepts with respect to the inputs in spatial decision 
making are well followed by other successors (Berry and Garrison, 1958; Berry and 
Barnum, 1962; Golledge et al, 1966 etc.). 
 
The theory formulated that range and threshold combine to create a market area. 
The shape of each market area is hexagonal, and a continuum of adjacent hexagons 
defines the totality of market areas. Under the central place theory, goods are divided 
into low-order goods and high-order goods. Lower-order goods exhibit small 
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hexagonal market areas which imply a smaller market range. High-order goods 
display ever increasing market areas of the same hexagonal shape that are overlaid 
onto the low-order central places or shopping area hexagons. Since shoppers are 
willing to travel longer distance for high-order goods, a high order central place 
carries both low-order and high-order goods exists. However, due to the low market 
range, only low-order goods can be found in low-order central places. The smallest 
central places, which are called “hamlets”, serve dispersed rural settlers; these hamlets 
are spread apart and reflect a minimum threshold to reach adequate customers to 
support their businesses. The largest center and highest-order central place serves a 
market area equals to the market areas served by several smaller central places. This 
hierarchy prescribes a pattern in the number and regular spacing of towns and cities. 
Each higher-order center contains all the business types found in lower-order centers 
such that the variety of goods available is purely a function of the level in the 
commercial hierarchy (Isard, 1956; Berry and Garrison, 1958a, b). 
 
Although origins of deriving the spatial pattern by Christaller and Losch are 
different, they both concluded that the resulted patterns are in the form of hierarchy 
structure. Among all the proposed hierarchies, the transportation principle3 derived 
                                                 
3 Includes the marketing and administrative principle by Christaller and the overlaying of different 
central places by Losch. 
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by Christaller center place is probably nearest to reality. The reasons behind are 
settlements are strongly influenced by the transportation pattern. This principle takes 
into account of consumers’ behavior that they select the nearest outlet that carries the 
desired good (Christaller, 1933). Thus the famous central place theory inherited that 
transportation costs determines the location pattern of retail stores. 
 
Despite the central place theory have been proposed for over a hundred years, it 
still was influential today for its concepts were essential in explaining important 
activities and behavior in the pattern of human settlements, namely the provision of 
goods and services. Range and threshold remain as crucial explanations for the way in 
which goods and services are provided in central places. The theory is important for 
enhancing the researchers’ awareness of inefficient and efficient spatial patterns and 
behavior. Hanson (1997) confirming the influence of the theory by saying: 
 
“The central place concepts are constantly being applied and extended in ways 
that touch multiple aspects of our daily lives. Each service innovations and consumer 
preference shift reinforces the value of a continuing awareness of central place 
concepts.” 
(Hanson, 1997: 121) 
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3.2.1 Criticisms of Central Place Theory 
Central Place Theory is no exception and frequently faced criticisms. One of the 
most restrictive assumptions in the theory is that the consumers always make a 
single-purpose trip to the nearest shopping center (Golledge et al, 1966). Berry and 
his numerous coauthors were the first researchers to empirically test the 
single-purpose/ nearest shopping center trip postulate of central place theory (Berry 
and Garrison, 1958; Berry and Barnum, 1962; Berry, Barnum and Tennant, 1962; 
Berry, 1967). Although their research supported the nearest center hypothesis, 
empirical analysis by Golledge, Rushton and Clark (1966) questioned the hypothesis 
and the findings of Berry. The lack of strong empirical support for the nearest center 
hypothesis led other researchers to further analyze the nearest center hypothesis. Then, 
a decade later, Hanson (1980) and O’Kelly (1981) showed that the central place 
theory needed to include the propensity for consumers to multipurpose shop at centers 
that were more distant than the nearest center. Added to the multipurpose shopping 
literature, other researchers like Ghosh and McLafferty (1984) tried to include the cost 
of storing goods when calculating the optimal number of shopping trips. Other 
authors addressed the simultaneous problem of transportation cost and storage cost 
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(Eaton and Lipsey, 1982) and costs of inventory4 (Ghosh and McLafferty, 1984; 
Ghosh, 1986; Ingene and Ghosh, 1990).  
 
Nevertheless, none of these researchers could refute the explanation power of the 
central place theory regarding spatial configuration, though it has undermined the 
generality of the theory. While all these authors stood up for Christaller and Losch, 
the inclusion of multipurpose shopping and storage cost is theoretically feasible, but 
not yet been extensively tested. Although the central place concept is powerful in 
explaining human settlement, especially the heterogeneous clustering of retailers, 
through reduced travel cost in multipurpose shopping, it does not suitably address the 
concept of homogeneous agglomeration. The Principle of Minimum Differentiation 
evolved aiming to explain the phenomenon of homogeneous clustering. 
 
3.3 The Principle of Minimum Differentiation 
Retail agglomeration, which more generally includes both the heterogeneous and 
homogeneous clustering of retailers, is based on both central place theory and the 
Principle of Minimum Differentiation.5 The Principle of Minimum Differentiation 
explains the behavior of clustered merchants who sell homogeneous products (e.g. 
                                                 
4 The costs of inventory is the opportunity costs of holding good with the physical cost of storing it 
5 Differ from Brown (1989), who views the Principle of Minimum Differentiation and agglomeration 
economies as separate concepts, many scholars believed that the basis of these concepts inseparable. 
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women’s apparels, jewelry, hardware etc.) at a single location. Although Hotelling 
first introduced the concept of clustered homogeneous firms, it is Boulding (1966) 
who first uses the term “Principle of Minimum Differentiation”.  
 
“The general rule for any new manufacturer coming into an industry is: “Make 
your product as like the existing products as you can without destroying the 
differences.” 
 (Boulding, 1966: 484) 
 
Homogeneous retailer agglomeration establishes the theoretical basis for 
comparison shopping at agglomerated sites. These concepts provide a simple and 
predictable model of the clustering of retail activities, one that minimizes the 
complexity of spatial purchasing patterns. Allowing for the combining of similar 
retailers in one location, homogeneous retailer agglomeration is a necessary condition 
for the existence of similar retailers at one location. Maximizing consumer utility is at 
the heart of homogeneous retailer agglomeration (Mulligan, 1984a; Brown, 1989). 
 
Over sixty years ago, Hotelling’s model revealed that two competing firms selling 
a homogeneous product will agglomerate in the center of a market. Prevalent theories, 
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prior to Hotelling’s classic paper, came from Cournot (1933), Edgeworth (1925) and 
others who maintain that all consumers patronize the lowest price merchant, and 
therefore, a single, low-price merchant would survive and monopolize a cluster of 
retailers.  
 
Differing from his predecessors, Hotelling believed that price stability could be 
maintained when homogeneous products or services are slightly differentiated. More 
specifically, Hotelling constructed a model of retailer behavior where two firms were 
competing to sell a homogeneous product to consumers spread evenly along a linear 
market. In equilibrium the duopolists are located at the center of the market rather 
than being in the location that would minimize travel costs. Hotelling proposed an 
innovative on this issue that a slight price reduction by a rival will not drive away 
many customers; rather, most customers prefer to conduct business with a particular 
merchant due to his/ her mode of doing business, the quality of goods, or other 
non-price-oriented factors. Most importantly, the model went on to develop, and 
indeed, leaded subsequent spatial analysis that customer behavior was held to be 
influenced by the cost of transportation and the relative location of purchase and 
purveyor (Hotelling, 1929). 
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Hotelling’s model is formulated under narrow assumption namely the two 
competing firms aimed at profit maximizing, the products are identical and sold at a 
predetermined price, the market is linear by which the transportation cost is directly 
proportional to the distance traveled, the demand for the products are perfectly 
inelastic and the evenly distributed customers are utility maximizing. Under these 
constraints, the model indicates that neither firm can monopolize the market or raise 
the profits by decreasing the price of the product. Hotelling further showed that if the 
relocation cost is zero and the firms are free to relocate, they would maximize their 
market share by moving the firm next to the other on the “long” side of the linear 
market because each firm tends to capture the profits of his competitor. This gives rise 
to a process of mutual “leapfrogging” to the longer side of the market. The result of 
this behavior is the back-to-back arrangement in the center of the market, rather than 
the socially optimum pattern of two spatially dispersed firms located at the market 
quartiles in which customers’ travel cost is minimized (Brown, 1992). (Fig. 3.1) 
 
Elaborating on his findings, Hotelling contended that this clustering phenomenon 
is discernible on a plane as well as in a bounded linear market and hold goods when 
more than two sellers are involved, though he proved that it is socially undesirable for 
firms to cluster together. He demonstrated that in terms of transportation costs to the 
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consumer, the agglomeration of firms in the center of the market is the least 
satisfactory solution. In order to minimize the social cost of transportation, the two 
competing firms should occupy symmetrical positions at the quartiles of the market so 
that the maximum distance of transportation of the customers should not be longer 
than one-fourth of the total market length. However, when the firms clustered in the 
market center, some customers will have to travel more than half of the total market 
length. The model, in fact, gains strength by illustrating how market force and the 
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3.3.1 Criticisms of Hotelling’s theory 
The literature published since Hotelling’s seminal paper is extensive and often 
critical. Many have stated that the clustering of homogeneous firms in the center of a 
market is socially wasteful and economically unstable for retailers. When assuming 
both homogeneous products and homogeneous consumer tastes, theoretical 
researchers as early as Chamberlin (1933) and Lerner and Singer (1937) provided 
examples of the nonexistence of a clustered equilibrium. Chamberlain, for instance, 
tested Hotelling’s model with three retailers in the center of the market and found that 
rivals will leap-frog one another in an attempt to capture other’s customer base, and 
thus arrived at a dispersed equilibrium. When assuming homogeneous products and 
consumers, more recent studies by Eaton and Lipsey (1975), d’ Aspremont, 
Gabszewicz and Thisse (1979), Gabszewicz and Thisse (1986) and Economides (1984) 
also did not find a stable clustered equilibrium.  
 
Eaton and Lipsey’s (1979) model studied consumer shopping behavior when 
consumers engaged in comparison shopping. Assuming fixed prices and that each 
consumer visits two stores prior to making a purchase, Eaton and Lipsey found 
Hotelling’s clustering socially useful because it acknowledges the consumer’ desire to 
comparison shop. Recognizing that positive agglomeration economies exist for a pair 
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of homogeneous firms at the same location, Eaton and Lipsey also observed that 
positive agglomeration economies are exhausted when the number of firms is two. 
Entry of a third retailer is of no benefit to the customer. Since prices were assumed to 
be fixed, the third retailer only serves to dissipate retailer profits through lower sales. 
Under a fixed-price model, therefore, three or more similar retailers are socially 
wasteful and economically undesirable, an idea that does not agree with the broader 
view of the Principle of Minimum Differentiation.  
 
3.3.2 Theoretical adjustment 
Notwithstanding that the Principle of Minimum Differentiation explains why 
sellers tend to cluster in the center of the market under duopoly competition, the 
clustered outcome of Hotelling’s model is a consequence of a series of highly 
restrictive assumptions concerning market conditions and competitor behavior, 
including inelastic demand, non-colluding competitors, duopolistic competition, a 
linear bounded market, indistinguishable products and zero relocation costs etc. Such 
conditions are rarely found in the real world and many researchers are attempted to 
relax the initial, highly restrictive assumption of the model (Brown, 1989).  
 
When the assumption of inelastic demand of Hotelling’s model is abandoned, 
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there is a marked tendency towards dispersal of firms, though in fairness Hotelling 
himself recognized this possibility. Smithies (1941), for instance, demonstrated that 
when demand is responsive to the delivered price, the tendency for Hotelling’s 
duopolists to gravities to the market’s center is weakened. Yet still, the model is valid 
when the initial assumption is replaced by one of the rectangular demand, where a 
price ceiling is held to exist (Gannon, 1973a; d’ Aspremont, Gabszewicz and Thisse, 
1979); and linear demand, where the demand declines proportionally with distance 
from the point of supply (Devletoglou, 1965; Hartwick and Hartwick, 1973). 
 
Hotelling assumed in his model that the competitors would not plot in each 
others’ behavior (zero conjectural variation), but in reality the geographical outcome 
of duopolistic competition depends on the attitude, expectation and behavior of the 
competing firms. Several early researchers pointed out that a wide range of 
competitive reactions are possible, including collusion, boycott and locational or price 
term or both (Zeuthen, 1933; Palander, 1935; Lerner and Singer, 1937). Gannon (1972) 
in his work on the interactions of competing firms demonstrated how fear of 
retaliation or aggressive reaction to the other’s competitive behavior keeps the firms 
well apart. Drezner (1982) argued that if a firm is motivated to capture the market 
share of its competitors, or conversely, is intended to protect its existing customer 
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base, the most suitable location is immediately adjacent to or as far as possible to the 
competing firms respectively.  
 
Others researchers have tested the Hotelling’s model under more realistic 
assumptions of a fixed location choice and free entry into the market. It is shown that 
it pays the sellers to increase their number of products or outlets (Teitz, 1968; 
Presscott and Visscher, 1977; Salop, 1979) or locate sufficiently far apart (Hay, 1976; 
Hannesson, 1982; Bonanno, 1987) to deter the entry of competing sellers. As a result, 
a spatially dispersed, socially optimum pattern of retail outlets is the expected 
outcome, which agrees with the findings of Eaton and Lipsey. 
 
In addition to the relaxation of the key assumptions of consumer demand, 
competitor behavior and market entry, many other assumptions have also been 
examined under the context of Hotelling’s model. The model was tested against 
variable technology, quantity and costs of production (Karlson, 1985; Salant, 1986; 
Waterson, 1987); non-zero shop rent and stock holding cost (Devletoglou, 1965; De 
Serpa, 1986; Artle and Carruthers, 1988); consumer loyalty (Devletoglou, 1965); 
indifference between sellers (Anderson, 1986); and joint consumption of service 
(Ohsawa, 1990). In the majority of cases, these studies did not corroborate the 
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agglomeration concept in Hotelling’s model. The theoretical studies have generally 
failed to support the Principle of Minimum Differentiation when the narrow 
assumptions in Hotelling’s model are relaxed. Apart from some evidence of pairing 
from the peripheries of the market, most of the studies coincide with Eaton and 
Lipsey’s (1979) concluded that,  
 
“It is clearly that there is a great gap between theory and observation. 
Hotelling’s model is not able to explain local clustering of firms in markets with more 
than two firms. Indeed, once the assumptions are relaxed very slightly in the direction 
of realism, Hotelling’s model predicts that no two firms should be clustered together, 
except on the peripheries of the market.” 
(Eaton and Lipsey, 1979: 422) 
 
 It appears from the theoretical literature that the Principle of Minimum 
Differentiation and its derivatives are incapable of describing the much-observed, and 
empirically proven, agglomeration of retail outlets within the shopping districts. It is 
noteworthy that the main reason for this failure, however, is the simple fact that 
anti-Hotelling models are predicted upon essentially negative premises – that firm 
clustering without collusion gives rise to destructive competition. They, thus, failed to 
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integrate the existence of positive externalities or cost reducing benefits that flow 
from spatial proximity into their models. It is shown that when these benefits are 
taken into account, the clustering a’la Hotelling does occur (Brown, 1989). 
 
3.3.3 Desirability of Homogeneous agglomeration 
Although Hotelling explained homogeneous agglomeration in terms of the 
competing behavior between rivals in a market, he recognized in his model that 
clustering of firms at the center of a market is socially wasteful in terms of 
transportation costs to customers. He further noted that the profit margins of the firms 
would also be reduced as a result of keen competition between rivals. Most of the 
early research on Hotelling’s model, in fact, took the view that homogeneous firm 
agglomeration was socially wasteful since the clustered firms would erode their 
respective hinterland (Chamberlin, 1933; Lerner and Singer, 1937) (Refer to Fig. 3.1). 
 
Differing from those who could not find a stable or non-dispersed equilibrium, 
Webber (1972) showed that by introducing uncertainty and risk reducing behavior 
into the Hotelling problem and realistically assuming a once-and-for-all location 
choice, it can be shown that an inevitable optimal outcome is an agglomerated of 
retailers at the market center at equilibrium. More importantly, this conclusion holds 
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true when the initial assumptions of duopolistic competition, inelastic demand, zero 
conjectural variation, homogeneous market etc. are relaxed.  
 
The comparison shopping literature frequently refers to consumer uncertainty in 
retail models. When consumers were not certain that they would find the desired item 
at a particular retailer, they often reduce their uncertainty by patronizing agglomerated 
retail sites where they could comparison shop, thus reducing the uncertainty of 
finding a desired item (Stigler, 1961; Nelson, 1970; Lippman and McCall, 1979; Hart, 
1980; Diamond, 1982; Stahl, 1982b; Benjamin and Lusht, 1993). A host of researches 
have been generated to study the relationship between uncertainty or comparison 
shopping and homogeneous retail agglomeration (De Palma, Ginsburgh, 
Papageorgiou and Thisse, 1985).  
 
Losch appeared as the first to suggest that clustering of firms in response to 
customers’ desire to make comparisons between goods. Other early statements of this 
position were attributable to Nelson (1958) and Berry (1963). There were 
considerable empirical researches which demonstrated that consumers do engage in 
comparison shopping (Golledge, Rushton and Clark, 1966; Bucklin, 1971).  
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Several scholars have demonstrated that when consumers were uncertain and 
consequently prone to comparison shop to acquire information about prevailing prices, 
quality and variety of goods, it was economically desirable for the retailers of the 
same type to locate in close proximity (Stuart, 1979; Stahl, 1982a, Gabszewicz and 
Garella, 1987; Wilde, 1992). De Palma et al. also found that consumers were not 
willing to travel beyond the nearest center for a homogeneous product, but for a 
product became more heterogeneous relative to competing products, the utility of a 
particular product at a more distant location became worth the additional travel cost. 
Similar to the findings of De Palma et al., many other researchers also reached the 
conclusion that the clustering of firms was reinforced when sellers of different and/ or 
complementary commodities were introduced and thereby provide the possibility of 
comparison shopping behavior (Stahl, 1982b; McLafferty and Ghosh, 1986). Not only 
this homogeneous clustering socially beneficial in those consumers’ travel costs and 
search costs in comparison shopping was reduced, but it is highly profitable for the 
retailers concerned (Wolinksy, 1983; Fujita, Ogawa and Thisse, 1988).  
 
It is recognized in much of the literature that comparison shopping is attributable 
to the clustering of similar shops. In fact, consumers’ tendency to conduct comparison 
before purchase is closely related to the maximization of search benefits since it is 
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possible for the consumers to acquire products at a cheaper price and/ or higher 
quality. The customer’s probability of acquiring the desirable item would also 
increase as a result of comparison shopping.  
 
 Advertising is affected upon clustering. Advertising is a method of providing 
potential buyers with knowledge of the identity of the sellers. It will usually be 
devoted to products which marginal value for searching is high. The economies of 
disseminating information is great for joint promotion (Stigler, 1961). The increased 
centralization of shopping opportunities in a clustered center increases the drawing 
power of the place. The empirical evidence has shown that consumers will bypass the 
closet shopping alternative to comparison shop at the more distant shopping center 
that houses a sufficiently large number of similar store retailers (Benjamin and Lusht, 
1993).  
  
 In summary, when uncertainty, information and search costs are included in 
consumer shopping patterns for the purchase of high-order goods, the clustering of 
homogeneous retailers has been justified as socially useful (Benjamin and Lusht, 
1993). High order retailers are more likely to cluster than low order ones. Clustering 
increases the selection for a particular merchandise type, thus reducing information, 
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search and uncertainty costs. Shoppers can maximize choice and minimize inter-store 
travel by visiting the area to acquire the particular products or services. 
 
3.4 Land Value Theory 
Land Value Theory, postulated by Haig (1926), is also known as bid-rent theory 
or urban rent theory (Jensen Butler, 1972). He suggested that competition for an 
inelastic supply of land ensures that, in the long run, all urban sites were occupied by 
activities that were capable of paying the highest rentals, and land is thereby put to its 
highest and best use. The theory proposes that the location of different activities will 
depend on competitive bidding for specific areas (Haig, 1926). 
 
Alonso (1964) constructed his bid rent curves based on Haig’s seminal land use 
model. For each land use, their bid rent curves slope reflected the sensitivity of that 
activity to the changes in accessibility. In order to attract most of the customers from 
the entire urban area so as to acquire the most center sites, businesses were prepared 
to bid the highest rentals, yet in contrast, the amount they were willing to pay dropped 
tremendously with distance. However, Alonso’s analysis was too board to consist of 
residential, business and agricultural land, as a result, difficult to generalize a true 
picture for retail location.  
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Concentrating on the context of retailing, the principles from Firey and Garner 
could present a better picture on the scenario. A systematic retail pattern was 
determined by the maximum rent that retailers were able and to pay, suggested by 
Firey (1947), based on the assumption of equal accessibility from all directions, 
perfect knowledge on the part of the retailer and no legal or social constraints.  
 
Concerning Garner (1966), he had three major findings. Firstly, his principles 
demonstrated a clear distinction between regional, neighbourhood and community 
business types. The core concept of his principle was total sales volume decreased 
with distance from the peak intersection into his spatial model of business center 
structure. By equating high threshold functions with high rent paying ability, he 
concluded that these could be found on high value land at the center of retail nuclear. 
Later, Garner realized he had over simplified his model and pointed out that 
establishments of a given type were by no means always associated with discrete 
economic distances from the peak land value intersection. Apart from that, real world 
rent gradients were neither smooth nor symmetrical, but were characterized rather by 
subsidiary peaks alongside arterials and ring road intersections. 
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Davies (1976) extended Garner’s model, into the consideration of accessibility 
and rent theory. He used the varying accessibility requirement and rent-paying 
abilities of different business to link with the previous identification of three 
distinctive kinds of retail complexes (Centers, Ribbons and Specialized Areas), and 
overlapped with the hierarchical tenets of central place theory.  
 
3.4.1 Criticisms of Land Value Theory 
Garner and Davies and many other land value modelers were being criticized for 
they had ignored the reality situation, especially their assumptions on accessibility, 
segregation of land use, a free market in property and the existence of the economist’s 
“optimizing man”. The model was too optimal with the circumstance in the real world, 
ignored Curry’s (1967) “summation man”, believed individuals could be fully 
informed with the market information, utility maximizers, not to be influenced by 
non-economic forces, like whim, tradition, aesthetics, prestige and sheer ignorance. It 
also ignored the imperfections of the property market as pointed out by Brown 
(1993): 
 
“The developers of planned shopping centers ensure that the tenant mix and 
rentals paid are carefully controlled, with the highest order anchor stores often paying 
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the lowest rentals per square foot. He concludes a free market in property does not 
exist, therefore, nor are rent curves smooth.” 
(Brown, 1993: 222) 
 
As the problem with central place theory, Land Value Theory failed to take the 
temporal dimension into account (Clarkson et al., 1996). Land use activities occupied 
the land sequentially and once established, they felt difficult to move to another site. 
Yet still, in an urban area there will always be non-conforming or even outmoded land 
uses “interfering” with the logic of the theory. Hong Kong, taking as an example, is 
always dealing with the problem of not enough spaces for pedestrians, traffic 
congestion, vehicular access and parking, thus making the center sites losing much of 
the accessibility as expressed by the theory. This led to the existence of positive and 
non-negative rent gradients, which did not always decline with distance, challenging 
the concepts of the theory. 
 
In order to overcome the criticisms highlighted above, many land value modeler 
had tried to fine tune their models. Despite their attempts, Brown (1993) pointed out 
that their focus were mainly on residential sector, and concerning retailing and 
internal structure of business district, their effort were almost absent. 
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3.5 Spatial Interaction Theory 
This theory is based on the hypothesis that the attractiveness of alternate retail 
area can compensate the deterrent effect of distance. It offers an alternative model to 
the Central Place Theory that consumers will go to the nearest place which provides 
the goods and services.  
 
The origins of spatial interaction theory were fairly ambiguous, but Reilly (1931) 
with his “Law of Retail Gravitation” was believed to be the pioneer of this aspect. 
Reilly based his model on Newtonian physics linked with shopping behavior placed in 
an inter-urban structural context (Brown, 1993). However, the performance of this 
original gravity model was found to be inconsistent. The basic problem was its 
variables; population and road distance, and the parameters on these variables, unity 
and the inverse square, did not always perform well in practice (Huff, 1962; Huff 
1963). 
 
Then, came in the first refinement from Converse (1949), who identified an 
“inertia factor” which reflected the reluctance of a consumer to move any distance in 
making a purchase. Yet, the most significant contribution came from Huff (1962, 
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1963), who believed that consumers patronize competing shopping areas as the basis 
of their overall “utility”. The refined version of Huff’s model from Lakshmanan and 
Hansen (1965) has been used subsequently in many planning studies. Their model 
stated that a shopping center located in a given zone will attract consumer expenditure 
from another zone in direct proportion to the size of the center measured in floor 
space, and in inverse proportion to the distance to the consumer expressed in travel 
time, and to competing facilities, which allowed for overlapping trade areas.  
 
3.5.1 Criticisms of Spatial Interaction Theory 
The operational problem of the theory arose from the overall simplicity of the 
model. Apart from the absence of a satisfactory test to measure their closeness of fit 
(Brown, 1993), subjectivity of variables and calibration of the model were the major 
difficulties encountered. 
 
The most difficult variables to define were the measurement of attractiveness and 
distance. The variables used depend on personal preferences, data availability and 
time or cost constraints: with number of shops, retail employment, sales turnover, 
retail floor area and types of stores as the measure of attraction; while geographic 
distance, road distance, traveling time and costs as the measure of distance (Kivell 
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and Shaw, 1980). Calibration was also regarded as problematic, which is normally 
carried out by feeding in known data or by undertaking of trial runs.  
 
Besides, this modeling was essentially an equilibrium seeking model which 
failed to predict the dynamics of the changing retail environment. Furthermore, 
Jensen-Butler criticized the model for having a very weak theoretical base, suggesting 
the assumption that the slope of the distance decay function is negative represented 
only an empirical observation which has no theoretical base. 
 
In recent years, gravity modelers have made several attempts to optimize and 
improve the model for fit, yet the modeling has still been rejuvenated with the 
prospect of having real commercial applications. This followed on Jensen-Butler’s 
view that the spatial interacting model would have value as a short-term allocative 
model only for its potential for further refinement and calibration in the context of 
goods. This is also the reason that this theory would not be mentioned in great context 
in this paper. 
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Chapter 4 Methodology 
 
In any research or hypothesis testing, there must be different forms of method in 
collecting data. It is the same here, there are 2 main ways suggested to collect data to 
support my research: questionnaire and interview. 
 
4.1 Questionnaire 
 Questionnaire is the core mode to collect data in this research. It is widely used 
for it can collect information from lots of the people in a relatively short period of 
time. A set of questionnaire which is divided into 5 sections is set, including personal 
information, general information on the location of sex-oriented industry, demand and 
factors affecting the location of sex-oriented industry, black hands behind as well as 
social cost and red light district.  
  
The first part is about some brief information about the interviewee, like gender 
and age. The second part consists of 5 questions and all are related to the perceived 
location of the industry and different sex-oriented businesses in Hong Kong. The 
following section is concerning the demand and would help to deduce some major 
economic factors affecting the distribution pattern of the industry. Black Hands 
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behind is a section used to figure out determinants rather than economic factors that 
contribute to the current location pattern. The focus of the last part is on modes of 
government intervention and the public’s opinion upon establishing a red light district 
in Hong Kong. The data collected serves as an indicator and argument for the 
deduction in the following chapters.  
 
The questionnaire will be conducted in person in Causeway Bay and Mongkok. 
One evening in weekday and one in weekend will be selected to conduct the interview. 
These two areas are chosen because of several reasons. First, these areas are crowded, 
with high flow of people, especially in the evening, thus the subject base can be 
enlarged. Second, these two districts are important city centers that people from 
different strata of life and age group will visit, including students, employees and 
elderly. I can then gather information from different interest groups, so as to increase 
the significance of the questionnaire result. Third, due to the length of the 
questionnaire, respondents have to spend about 5 minutes in answering the questions. 
Sogo department store in Causeway Bay and Body Shop in Sai Yeung Choi Street 
South, Mongkok are places that can easily find people waiting. These people are more 
willing to spend longer time to answer the questionnaire, thus, have a higher chance to 
collect more data in these two areas.  
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Both weekday and weekend evenings are chosen as different strata of people can 
be met in different days, for example, students and family may go out on the weekend 
and employees may be found when they are off in weekday. Evening is also decided 
due to this reason. The details of the questionnaire can be referred to the appendix.  
 
230 successful opinion surveys based on the questionnaire were conducted. 
Some of the background information about them was summarized as follow.  
 
Age 
 Male Female 
Age Group Frequency Percentage (%) Frequency Percentage (%)
21 – 30  49 21.3% 43 18.7% 
31 – 40 36 15.7% 48 20.8% 
41 – 50  22 9.6% 26 11.3% 
51 or above  3 1.3% 3 1.3% 
Total 110 47.9% 120 52.1% 
 
District living in 
District Frequency Percentage District Frequency Percentage 
Sai Kung 34 14.5% Kowloon City 15 6.5% 
East 30 13% North 11 5% 
Tsuen Wan 27 11.5% Central & West 10 4.5% 
Kwun Tong 23 10% Wan Chai 9 4% 
Kwai Tsing 22 9.5% Yuen Long 8 4% 
Shatin 19 8% Tuen Mun 4 2% 
Wong Tai Sin 18 7.5%    
 Most of the interviewees are adults in their twenties (21-30, 40%) and thirties 
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(31-40, 36.5%). Most of them (14.5%) are living in Sai Kung district, which includes 
Sai Kung, Clearwater Bay and Tsuen Kwan O new towns; as well as Eastern district 




 Quantitative research usually shows the general profile of aggregate data in order 
to establish an overall social pattern for the researched individuals, while the 
complexity of the life experiences (e.g. the flux, ambiguity, contradiction and 
diversity) of an individual seems to be best captured by qualitative research (Kong 
and Zi Teng, 2003). The opinion survey shows a general profile of the public’s 
attitude towards the sex-oriented industry in Hong Kong, while the in-depth 
interviews reflect a more complicated picture of the experiences and interests 
concerned related to this particular industry of the different interest groups. These two 
approaches should not be treated as mutually exclusive but rather as the 
complementary, and as contributing to the capturing of a fuller picture.  
 
In-depth interview will be conducted with a resident living on the same floor 
with a vice establishment. Her neighbour is an OWB. The focus of the interview is 
about the impact of the vice establishment on her daily life. Questions like differences 
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of her life prior to and after the existence of the OWB, problems encountered after the 
operation of the OWB, impacts of these to her life, and her ways to deal with these 
problems will be raised. This particular interview is used to reveal the current 
situation and the necessity of government intervention, besides it can also be used to 
subsidize the inadequacy of the quantitative opinion survey, which can better generate 
the true picture to the readers. Apart from that, some brief interviews will also be held 
in the street with citizens about their views. People of different status and objectives 
towards this particular industry are interviewed so that the research can be more 
comprehensive and significant. Their comments and opinions will be transcribed, 
coded and analyzed in this research. The details of the interview script can be referred 
to the appendix. 
 
4.3 Map drawing 
 It is a minor method used in this research paper, but worth mentioning. Data and 
figures related to different types of sex-oriented businesses are collected through 
Internet, newspapers as well as related government departments. Yet, it is difficult to 
draw any significant conclusion from these unorganized data. Maps of different 
districts are used and the locations of these businesses are marked with different 
symbols for easy identification. This can help to show the distribution pattern of the 
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current situation and some factors affecting the pattern may also be reflected. 
 
4.4 Categorization of sex-oriented business 
 Before going on with further discussions, some important terms must be clarified 
here. Firstly, the term “sex worker”, instead of a rather derogatory term “the 
prostitute”, is used throughout the text to refer to a person who performs erotic labour. 
Likewise, “sex-work” or “sex-oriented business” and “the sex-oriented industry” are 
used to replace the words “prostitution” and “the institution of prostitution” 
respectively.  
 
Besides, types of sex-oriented business are almost uncountable and highly 
innovative, thus for convenient sake, in this research, when mentioning about 
sex-oriented business, are indicating 4 most commonly found businesses, which are  
1. One-woman brothels (OWB) 
2. Vice-villas 
3. Sauna rooms 
4. Licensed nightclubs 
The details about these businesses can be referred to the previous sections. 
 In fact, sex-oriented business can be classified according to the business nature, 
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and also by 
1. Licensed or unlicensed 
That is whether or not the operation of such business need to obtain license 
from authorized department; or in case license is required, whether the 
business establishment has obtained license from authorized department 
upon operation. 
 
2. Providing direct sex services or indirect sex services 
That is whether the customers can get sex services immediately with the sex 
workers in the establishments or they can select the sex worker in the 
establishment and then proceed to other places like hotels, apartments or 
villas to have sex service from the girls.  
 
By this way, the 4 sex-oriented businesses mentioned in this research can be classified 
as the following,  
 
 OWB Vice-villas Sauna rooms Nightclubs 
Licensed X  X X 
Unlicensed  X X  
Direct service X X   
Indirect services   X X 
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Upon the above table, some notes shall be highlighted: 
1. OWB is the only legal type sex-oriented business which needs not to obtain 
license. Here, licensed may also mean legalized. 
 
2. Operation of sauna rooms in Hong Kong must obtain license, yet there are many 
unlicensed are in operation in the city now, these are regarded as unlicensed 
massage parlours and they are focused instead of those licensed in this research. 
 
3. There are many small scale nightclubs operating in Hong Kong, which amount has 
far exceeded large scale ones. The number of girls, area and the investment put in 
it are much smaller. They are, in fact, more likely to be bars or UMP in nature, the 
differences between them is the ancillary services provided. These, if strictly 
classified, should be called karaoke nightclub. In the following discussions, these 
karaoke nightclubs are not counted into the category of nightclub. The regarded 
“nightclubs” in the following text, are large scale ones like China City or Big Boss 
Nightclub in Tsim Sha Tsui East. 
 
The 4 businesses mentioned in this research are belonged to different categories. This 
arrangement can make the conclusion drawn more significant and comprehensive. 
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Chapter 5 Macro-perspective analysis 
 
To discuss the location pattern of one industry, 2 perspectives should be dually 
considered. Macro-perspective indicates the location pattern of the industry within the 
city, whether they solely appear in one particular district or dispersed among the city 
is the main issue of concern. Regarding micro-perspective, it is to discuss about the 
distribution of the industry within the district, to see if most of them agglomerate in 
the same street or deploy in every street of the district.  
 
The following of this chapter is going to analyze the macro-perspective first, to 
address the distribution pattern of sex-oriented industry around Hong Kong. Besides, 
some background about the location of this industry will be highlighted, together with 
some public opinions towards the location of the industry. Different factors affecting 
the location choice are then identified.  
 
5.1 Traditional pattern and recent development 
Since the opening of Hong Kong, sex-oriented industry started to appear. 
Government seldom sought to absolutely suppress these businesses. Ever after, 
various types of sex-oriented business came along in different districts to provide 
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heterogeneous services to customers. Traditionally, sex-oriented businesses were 
tended to cluster in lower-income districts like Sham Shui Po, Yau Ma Tei, Wan Chai 
and Shek Tong Tsui (Huang, 1984). They existed in form of low class brothels, street 
prostitutes, bath and massage houses, bars and escort services.  
 
Later, in the 1980s when the economy began to bloom, sex-oriented businesses 
started to go on track. They were operating in larger scale and more systematic. 
Therefore, in order to attract more customers willing to spend more money, 
sex-oriented businesses were shifted to Tsim Sha Tsui and Causeway Bay these 
important city centers (Whitehead and Vittachi, 1997). Apart from that, as citizens 
began to move to new towns like Tsuen Wan and Yuen Long, sex-oriented businesses 
also extended to those districts, especially OWB, UMP and escort services.  
 
Fig. 5.1 showed the location of some sex-oriented businesses which is traceable 
in Hong Kong in these 2 years6. Evidence demonstrated that sex-oriented businesses 
are mainly concentrated in Sham Shui Po and Yau Tsim Mong district in Kowloon; 
Wan Chai and North Point in Hong Kong Island; Tsuen Wan and Yuen Long in the 
New Territories. Another important discovery is these sex-oriented establishments 
                                                 
6 The map for Yau Tsim Mong district is attached at the back of the booklet 
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have been set up all around Hong Kong, yet, they tends to cluster in some particular 
districts like Yau Tsim Mong. The amount of sex-oriented establishments found in 
these districts is relatively higher than the others. Coincidently, these districts are 
similar to those where sex-oriented businesses were traditionally located. The 
following table can provide a better elaboration on this issue7. 
 
District No. of nightclubs No. of vice-villas No. of UMP No. of OWB 
Yau Tsim Mong 138 55 62 326 
Sham Shui Po 0 12 10 67 
Wan Chai 29 0 13 43 
North Point 1 0 7 37 
Tsuen Wan 0 0 5 59 




The maps in the following follow the index besides, different 
sex-oriented businesses are represented by specific symbol. For 
nightclubs, smaller arrows stand for small-scale nightclubs, while 
larger ones indicate large-scale nightclubs. 
 
                                                 
7 Refer to Appendix 3 for the distribution summary of sex-oriented businesses in different districts 
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Fig. 5.1b  Location of 
sex-oriented businesses 
in Cheung Sha Wan 
 
Fig. 5.1c   Location of 
sex-oriented businesses in 
Sham Shui Po  
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Fig. 5.1d   Location of sex-oriented businesses in Wan Chai 
 
 





Fig. 5.1f   Location of sex-oriented businesses in Tsuen Wan 
Fig. 5.1g   Location of sex-oriented businesses in Yuen Long 
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If one can better scrutinize the situation, one may discover that even within a 
district, there are some areas with higher concentration of sex-oriented businesses 
while some don’t, for instance comparison can be made on Granville Road and 
Canton Road in Tsim Sha Tsui, Lockhart Road and Gloucester Road in Wan Chai. 
Furthermore, detail studies can reveal the fact that most of the sex-oriented businesses 
(except large scale nightclubs and sauna rooms) are situated on side streets and old 
buildings or tenement house.8 Many of these businesses are located in the same 
building, even on the same floor, which is particular for OWB, in some buildings, like 
National Court in Jordan, over 10 OWB can be found on the same floor. 
 
 To conclude from the observation, the table below can be referred to: 
 
Fig. 5.2 Spatial pattern of 4 main sex-oriented businesses 
                                                 













 OWB is the most disperse around the city, as it can be found in almost all the 
districts in Hong Kong, even peripheral downtowns, yet within the district (regardless 
which one) its degree of agglomeration is the highest, in some occasions over 50 units 
can be found in the same building. Fig. 5.3 showed the map of Hong Kong, districts in 
blue are where OWB can be found. OWB are located in almost all the districts even 
peripheral downtowns like Sheung Shui or Tai Po. 
 
 
Fig. 5.3 Location of OWB in Hong Kong 
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Concerning UMP and vice-villas, the level of dispersal is much lower than OWB, 
as majority of them mainly clustered in districts that they traditionally located, such as 
Sham Shui Po and Yau Tsim Mong district. They are also less agglomerative within 
districts, sporadically 2 UMP are found in the same building, yet they won’t be on the 
same floor, perhaps due to more area is needed for operating an UMP. It is commonly 
found them located on the same street, e.g. Portland Street, Mongkok Road, Shanghai 
Street and Castle Peak Road. Fig. 5.4 showed the location of UMP and vice-villas in 
Mongkok, with pink indicates vice-villas and green for UMP.  
 
Fig. 5.4 Location of UMP 
and vice-villas in Mongkok 
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Regarding large scale nightclubs, they are the most agglomerate of all around 
Hong Kong, but least within the district. They only existed in Tsim Sha Tsui East and 
few in Wan Chai. However, they are setting up in different portion of the area, the 
distance between each of them is the longest and seldom found them located next to 
each other. Fig. 5.5 illustrated the location of nightclubs in Tsim Sha Tsui and Wan 
Chai, for symbol in pink represent smaller scale nightclubs, while green for large 
scale ones, which is the target of discussion. 




Fig. 5.5b   Location of nightclubs in Wan Chai 
 
 In sum, sex-oriented businesses are found almost every part in Hong Kong, but 
the amount of these businesses in different district is highly varies. Fig. 5.6 
demonstrated the intensity of agglomeration in different districts with respect to the 
retail hierarchy of the city. The city center was assumed to be in Tsim Sha Tsui, and 
most of the Yau Tsim Mong district, Wan Chai as well as Central were included in the 
1st order of the hierarchy. In reality, over 80% of them are located in Yau Tsim Mong, 
Sham Shui Po and Wan Chai these 3 districts. Thus, it can be concluded that 
sex-oriented businesses in Hong Kong are more inclined to be agglomerative in nature. 
Respecting the factors that lead to this tendency will be discussed in detail in the 



































































































5.2 Public opinion survey 
 Upon the 230 questionnaires conducted, figures are analyzed and summarized to 
reflect public opinions about their impressions on the general location of the 
sex-oriented industry in Hong Kong.  
 
District where they find sex-oriented industry usually locate (Q.1) 
(only show top two options) 
 
Hong Kong Island Frequency Valid Percentage (%) 
Wan Chai  182 79% 
Eastern District 62 27% 
Others 12 5% 
Kowloon   
Yau Tsim Mong 226 98% 
Sham Shui Po 202 90% 
Others 160 69% 
New Territories   
Yuen Long 125 54% 
Tsuen Wan 71 30% 
Others  51 23% 
Multiple answers, responses in descending order 
Majority of the responding public thought that Yau Tsim Mong district is the 
focal district of sex-oriented industry among Hong Kong (98%, n=230), while it is 




Best perceived location for setting up a sex-oriented business (Q.4) (Top 4 only) 
 
District Frequency Valid Percentage (%) 
Tsim Sha Tsui 81 35% 
Mongkok  67 29% 
Sham Shui Po 25 11% 
Yau Ma Tei 24 10.5% 
Others 26 11.5% 
No comment 7 3.5% 
 
Reasons for choosing the district (Q.5) 
 
Reason Frequency Valid Percentage (%) 




businesses are setting up there 
159 69% 
Convenient to access 123 53.5% 
Lower rent in that district 85 37% 
Government’s intervention in that 
district is perceived to be lower 
28 12% 
Triad influence 11 4.5% 
Near residential buildings 9 4% 
No special reasons 16 7% 
Multiple answers, responses in descending order 
 
Tsim Sha Tsui (35%, n=230) is the best location that most of the interviewees 
will opt for if they want to set up a sex-oriented business in Hong Kong, followed by 
Mongkok (29%). Considerations of majority of the respondents will take into 
accounting in choosing the location is setting up the establishment in the district they 
perceived as Red Light District9 (83.5%) and in the district where most of the 
                                                 
9 Refer to further chapter and Appendix 2 to compare with the result of question 39 
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sex-oriented businesses are traditionally setting up (69%). In sum, they will locate 
their establishment in close proximity with the other sex-oriented businesses, which 
showed the intendancy of agglomeration. 
 
Focal district for specific sex-oriented business (Q. 3a, b ,c, d) 
 
Nightclubs 
District Frequency Valid Percentage (%) 
Tsim Sha Tsui 193 84% 
Wan Chai  35 15% 
Yau Ma Tei 1 0.5% 
No comment 1 0.5% 
 
UMP 
District Frequency Valid Percentage (%) 
Mongkok 98 42.5% 
Yau Ma Tei 73 31.5% 
Jordan 57 25% 
Tsim Sha Tsui 1 0.5% 
No comment 1 0.5% 
 
Vice villa 
District Frequency Valid Percentage (%) 
Mongkok  114 49.5% 
Sham Shui Po 104 45% 
Kowloon City and To Kwa Wan 9 4% 
No comment 3 1.5% 
 
OWB 
District Frequency Valid Percentage (%) 
Sham Shui Po 114 49.5% 
Kwun Tong 58 25% 
Mongkok 50 21.5% 
North Point 6 3% 
No comment 2 1% 
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It is impressive to most of the interviewees that sex-oriented businesses are 
usually located in Yau Tsim Mong district, which reflects the validity of question 1.  
 
5.3 Analysis 
 Different industry due to specialized constraints and requirements would have 
different distribution pattern among the city. 3 location theories are always adopted to 
explain the location pattern of different retail industries. To examine the pattern 
city-wide, it will be the best to use Central Place Theory, which underlying principles 
are descriptive on the number, size, spacing and functional composition of different 
districts. 
 
5.3.1 Central Place Theory 
The essence of Central Place Theory is on the range and threshold which 
assumed the rational behavior of consumers and retailers. Distance is an aspect that 
this theory has put much emphasis on, the theory presumed that when there is an 
increase in the cost of transport, the demand for any particular good will declines 
regularly with distance from the source of supply (Brown, 1992). According to 
Christaller (1929), expensive and infrequently purchased good (high order good) will 
have higher range and threshold than inexpensive, everyday purchase merchandise 
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(low order good). Only when range exceed threshold, the good or service can be made 
available at a profit. Therefore, when retailers set up their establishments, they must 
consider about the threshold, to determine the minimum distance with other retailers 
selling the same merchandise so that a minimum level of demand can be retained, as 
well as the maximum distance that consumers are willing to travel to get the 
merchandise. Other considerations should be taken into account include 
socio-economic status (Garner, 1966), predominant mode of transport (Johnston and 
Southworth, 1968), and individual preferences (Rushton, 1969) of the surrounding 
population; consumer storage costs, shopping time availability, population densities, 
household expenditure, shop rentals, retail pricing strategies and types of goods on 
sale (Bacon, 1984; Kohsaka, 1984; Lentnek, Harwitz and Narula, 1981, 1987; 
Mulligan, 1987). 
 
5.3.1.1 Analysis based on Central Place Theory 
Before further discussions, one thing that is essential and must be clarified first. 
Central place theory introduced two important concepts: high order goods and low 
order goods, and high order good will have a relatively higher range and threshold 
than low order ones. Then, is sex-oriented business high order or low order good?  
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According to opinions obtained from the survey, 77% (n=230) interviewees 
believe that there is demand for the general sex-trade industry. Among different types 
of sex-oriented businesses, 50.9% of them think that OWB have the highest demand 
in Hong Kong, followed by UMP (23.5%) and nightclub (16.5%), vice-villa with 
8.7% is the fewest demand10. Concerning pricing, obviously nightclub is the most 
expensive, general spending in the nightclub ranged from $1000 to $5000 per four 
people in 2 hours without asking the girls out. An additional $1000 to $2000 is 
required if the customer wished to have sex with the girls. The pricing for vice-villa 
and UMP is fluctuating, depends on the quality of the girls, services provided and 
district. Generally speaking, the price is about $200 to $300 per sole massage service, 
and $100 to $300 more for sexual service. OWB is the lowest, ranging from $80 to 
$500, also determined by the quality of girl, services provided and district. 
Furthermore, from the data of previous section, the amount of OWB is the highest and 
the distance between each of them is the lowest, while vice versa for nightclubs. From 
these figures, one can assumed that OWB, UMP and vice-villa are low order goods, 
for their price and demand level, while nightclub is high order good.  
 
With these assumptions, OWB, UMP and vice-villas are regarding with smaller 
                                                 
10 Refer to Appendix 2 for a more detailed result of the questionnaire, question 6 and 7 
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range and threshold. This explained the dispersed distribution pattern of these around 
the city, even peripheral downtowns, but mostly clustered in residential areas like 
Kwun Tong, Jordan, Sham Shui Po, North Point and Tsuen Wan. 
 
Firstly, as the demand of OWB is higher and more frequent, customers are not 
willing to travel for a long distance to get these services. They will visit the nearest 
center for the service. Thus, large portion of these establishments are located within 
older residential buildings or tenement houses, so as to attract customers living near or 
in the building. Besides, for a smaller scale investment and fewer daily expenditure 
for operation as OWB, the minimum demand of transaction to retain the survival of 
the business is smaller. Owning to higher demand, even there are lots of similar 
operators in competition, they can still survive in the market. This explained why 
OWB can support and continue to operate regardless there are many in the same 
building. Important consideration like socio-economic status, background and 
anticipated expenditure of customers should also be included. Major customer source 
of OWB or UMP are coming from lower income group and in their middle-age (as if 
they are better off, they can afford to go to establishments with better services), they 
are not prepared to spend a lot of money on other luxurious services or decoration in 
the premises, the main concern of them is only the sex services. Therefore, the 
amount they are willing to pay would be less. To counter this, the operator would try 
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all means to minimize the total expenditure so that his revenue can be enhanced11, 
selecting premises in lower rent area of the district will be the inevitable outcome12. 
 
Concerning nightclubs, which are generally found in Tsim Sha Tsui East, 
customers’ concern on transportation cost and distance will be lowered. Therefore, 
they can set up in retail and commercial areas farther apart from residential area, 
which can also help them to attract new customers. Besides, with a larger daily 
expense, they have to maintain a higher amount of businesses so as to survive in the 
market. Tsim Sha Tsui, thus is a good choice for them, since the flow of people in the 
district is very high, and as a tourism district with lots of hotels, tourists from different 
countries will be concentrated there. When they ask the guide about sex-oriented 
services, the guide would definitely introduce them to some that can be easily located 
and highly accessible. Higher income group and businessmen are also their target 
customers as they prefer to discuss with their business partners in nightclubs instead 
of ordinary restaurants for the environment in these establishments is more optimum 
for business session (Hung, 2003). They are more concerned of having an enjoyable 
environment and beverage services. To capture these potential customers, who are 
willing to spend more, nightclubs must be located at some easily identified area and 
                                                 
11 Refer to Appendix 7 for the income details of OWB 
12 Refer to Appendix 5 for rent details of different districts. 
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with a better environment nearby. 
 
Another issue is population densities, it is common to see sex-trade businesses 
setting up in residential or retail sector of the district. This is because the flow of 
people is higher in those areas, which can enhance the possibility of being visited by 
unknown customers. This is especially true for OWB and UMP. Examples are 
Mongkok, Yau Ma Tei, North Point, Wan Chai and so on. Contrastingly, commercial 
as well as industrial portion of the district consists of fewer sex-trade businesses, as 
fewer people will visit those places in the night. With a lower flow of people, income 
will automatically decrease. Central, Admiralty, Fo Tan and lower end of Kwun Tong 
are good examples. 
 
Last but not least, the theory emphasizes on the issue that the degree of 
agglomeration is the highest in the city center and would decrease proportionally 
when the distance from city center increase. Mongkok, Tsim Sha Tsui, Wan Chai are 
the city centers, thus the degree of agglomeration is the highest, as the accessibility 
and flow of people is the highest. Yet, when sum up the total number of 
vice-establishments in the city center and 2nd and 3rd order of the retail hierarchy, it 
will be surprising to discover that the total amount of sex-oriented businesses are the 
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highest in the 2nd order but not the city center. Is this implying that the theory is 
inadequate in explaining the situation? City center, of course, with the highest 
accessibility and people flow, will be very attractive to the industry. Yet, the rent in 
the city center is also the highest, possibly 1.5 to 2 times of the 3rd order in the retail 
hierarchy13. This draws these businesses to the 2nd and 3rd order areas, where rent are 
lower, but the accessibility will not be deterred in a great extent. Therefore, OWB, 
UMP and vice-villas are preferably setting up in Jordan or Sham Shui Po. When 
proceeds further to peripheral parts of the city, to Tin Shui Wai, Lok Ma Chau or 
Aberdeen, Lantau Island, the number of vice-establishment has dramatically 
decreased as distance increase. It is understand that the cost effectiveness must be 
very low if setting up establishments in these districts, as the customers will only be 
nearby residents. Thus there will be a risk that the expense will exceed income that 
can hardly maintain the survival of the business. This matched with the principles of 
Central Place Theory but with some adjustment regarding the reality situation. 
 
Central Place Theory only focuses on the economic explanation. Yet, there are 
still many other aspects that contribute to the location pattern of sex-oriented industry 
in Hong Kong, as concluded from the opinion survey.  
                                                 
13 Refer to Appendix 5 for the rent details of different districts 
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5.3.2 Historical reasons 
Businessmen have a psychological tendency to set up their establishments in 
districts where similar business has been operated for a long time. It is the case here, it 
is easy to discover that modern sex-oriented businesses are mostly happening in Yau 
Tsim Mong or Sham Shui Po, and these are the origin districts of sex-oriented 
industry14. This phenomenon is not difficult to explain. Due to their location and 
specialties within, districts like Wan Chai and Tsim Sha Tsui, have been selected by 
the operators as the site for their vice establishments since 1960s. As they were near 
the harbour, when the US troops arrived Hong Kong during the Vietnam War period, 
they could easily get their desired services. High accessibility and convenience made 
these districts the core area of sex-oriented businesses. Once these establishments 
were set up, they would seldom move away. Even the establishment was closed, the 
successive operator would also conduct similar types of business in the premise. 
Owning to the fact that when the neighbouring premises were all sex-oriented 
businesses, one can hardly provide heterogeneous services in your own premise, as 
these businesses would produce considerable amount of nuisance to their neighbour. 
By this way, most of the sex-oriented businesses remained in that particular district, 
and operated until today even the operator may have changed for times. 
                                                 
14 Refer to Section 2.4 
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5.3.3 Traditional “Red Light District” 
Since the historical background of several districts, people often regarded these 
districts as virtual red light district in Hong Kong. Therefore, when people think of or 
want to get sex-oriented services, they would first approach to these districts, such as 
one-woman brothel is always associated with Sham Shui Po15. In other words, 
customers will go directly to these districts when they need the services. To attract 
customers as well as capture the market share, the newly entered operators will set up 
their establishments in these associated districts in most cases16. Operating in these 
districts will be relatively easier, since the atmosphere there is more optimal, as well 
as the provision of better ancillary facilities. As a result, sex-oriented businesses 
become agglomerated in those particular “virtually red light districts”. 
 
5.3.4 Information network 
Sex work is not illegal in Hong Kong, but it seems every activity connected with 
it is regarded as an offence, exercising control over people for the purpose of 
prostitution or keeping or permitting a premise for the use of prostitution are cases in 
point (Cap. 200). These vice activities are thus keen to escape from the attack from 
the police, and gathering information about the police seems to be an essential part for 
                                                 
15 Refer to Appendix 2 for a more detailed result of the questionnaire, question 3 
16 Refer to Appendix 2 for a more detailed result of the questionnaire, question 5 
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their survival. Clustering of these businesses can serve this function: when one of the 
establishments knew or being inspected by the police, they can quickly inform the 
others about the case, so that others can react quickly.  
 
Actually, this channel does not limited to police inspection, the information 
network is also useful in obtaining information about the industry, like new operation 
mode, or gimmicks to attract customers, so that the operators can increase revenue 
and capture more of the market share.  
 
5.3.5 Communication and interpersonal network 
Many of the sex-oriented businesses are visited by known customers, especially 
for vice-villas and OWB. Their customer base is always limited to the surrounding 
residents, hence, if they moved to other districts, they would lose these customers, and 
let their neighbors to capture their customer shares (Hung, 2003). Besides, it is 
obvious that businesses should set up in districts that with higher demand on their 
services; thus, vice establishments are mostly concentrated in some potential districts 
like Sham Shui Po and Jordan, as they can find more prospective customers there. 
Meanwhile, due to the agglomeration of businesses, some districts become “well 
equipped” with facilities and networks that can provide a better environment for the 
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operation of these businesses. When one operator wanted to increase his revenue, he 
would try to improve the surrounding environment. Once the revenue increase, other 
operators would be attracted to set up their establishment there, advertisement effect 
was created and in turn attracts even more establishments to be set up in the district as 
they found the place was advantageous for operating. Eventually, vicious cycle was 

























Operator A set up his 
sex-oriented business in 
district 1 
Operator B and C noticed 
the increase of revenue in 
district 1 
B and C thus set up their 
businesses in 1 in hope to 
increase their revenue 
B and C would also do 
something to improve the 
operation environment 
Advertisement effect ? 
more operators are attracted 
to district 1 
More and more 
establishments set up in 1 
? agglomeration in district 
A improves the environment 
? revenue increase 
 85 
5.4 Conclusion 
This chapter is going to the end with some delights from the agglomerative 
nature of sex-oriented business. Should these businesses be sparsely located or 
agglomerated in one or some districts? Over 84% (n=230) of the interviewees agreed 
that sex-oriented businesses should agglomerate in some districts so as to minimize 
the disturbance to the city as a whole17. Many of them even supported that these 
businesses should be confined to one particular district while the other parts of Hong 
Kong should be banned from operating. This become related to the issue of setting up 
a red light district in Hong Kong, and would be discussed in detail in chapter 9. They 
also accorded that government should control and limit the activity domain of the 
industry, so as to enhance the interest of the general public. However, government 
intervention may in turn bring about some side-effects that citizens would not like to 
see and bear the cost. In-depth discussion would be highlighted in chapter 8. To 
conclude, general public perceived that sex-oriented businesses are agglomerated in 
some districts in Hong Kong, and they wished to see the agglomeration instead of 
sparsely distribution of these businesses. This is also the case in the reality, 
sex-oriented businesses are mostly clustered in districts like Yau Tsim Mong, Sham 
Shui Po as well as Wan Chai, and the trend is likely to be continued. 
                                                 
17 Refer to Appendix 2 for a more detailed result of the questionnaire, question 2 
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Chapter 6 Micro-perspective – Economic analysis 
 
After discussing on the macro-perspective, now come to the micro perspective, 
which is the allocation of sex-trade industry within districts. This chapter will mainly 
focus on the districts where sex-trade businesses are highly concentrated like Tsim 
Sha Tsui, Jordan, Wan Chai etc. The following sections will try to explain the 
distribution pattern of sex-oriented industry from economics perspective and the 
emphasis will be put on 2 location theories: Land Value Theory and the Principle of 
Minimum Differentiation.  
 
6.1 Land Value Theory 
While the Central Place Theory emphasizes on the distance from the city center, 
the Land Value Theory or bid rent function stressed on, obviously, the rent and the 
ability to pay the highest rent for the most central sites. Goodall et. al. (1972) argued 
that competition for an inelastic supply of land ensures that all urban sites are 
occupied by the activity capable of paying the highest rent and land is put to its 
“highest and best use”. Alonso (1960) further suggested that the theory emphasizes 
the paramount importance of accessibility to the patterning of urban land uses. 
Nevertheless, the need for a central location varies from business to business and this 
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will affect the level of rents the retailers willing to bid for sites increasingly eccentric 
to the core area (Alonso, 1960, 1964). The theory also mentioned about high and low 
order merchandise, by which the most centrally located outlets, those with the lowest 
standard distance, are occupied by high order functions. Low order, space intensive, 
poor quality and vacant premise posses the highest standard distances and dwell in 
with the most eccentric locations.  
 
6.1.1 Analysis based on Land Value Theory 
Discussion on district-wide, it is not difficult to find out that OWB, UMP and 
vice-villas are mostly located in the tenement houses on the side streets within the 
district. The simplest explanation to this situation is when there is fierce competition 
on the land in the district center, these small-scale sex-oriented businesses can hardly 
afford rents in the district center. The expensive land costs will definitely discourage a 
wide selection of products or self-services. Due to their low operation cost, and the 
strong incentive to minimize all the expenditure, they would prefer buildings in the 
side streets where rent is definitely lower. Another concern is the customer base. 
Customers of OWB are mostly known and nearby customers, thus they should be 
located near to the customer pool. In other words, locating in district center is not a 
main concern for them and will not have great effect on their income level. These 
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operators are more willing to trade off the accessibility of the district center for the 
lower rentals of the periphery18. 
 
It is greatly different from nightclubs, which are always set up on the main 
streets and locations where can be easily figured out. Considering the main concern of 
nightclubs, as each of them are more eager to attract new customers so as to capture a 
larger portion of the market share, they will probably prefer locations in the district 
center which has a higher flow of people. In the meantime, prospective customers of 
nightclubs are more concerned on the service quality and the special environment 
within the establishment, thus even a longer travel distance will not deter them from 
visiting. Furthermore, as most of them are higher income group they may possess 
their own car and willing to travel by taxi, travel time and cost will not be a concern 
for them (Hung, 2003). Regarding this, the location of nightclubs should be easily 
accessible and available for accessing by motor vehicles, best next to car parks. Since 
district center is the focal point of transportation networks, most accessible location, 
at the same time, offers maximum market potential and optimum access to sources of 
labour and customers, nightclub establishments are mostly setting up in this areas. 
With the support of more investment and a larger scale operation, nightclubs are able 
                                                 
18 Refer to Appendix 5 for the rent details of different districts 
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to pay higher rent for sites in the district center, and this location is essential for them 
to compete for higher revenue. In conclusion, the desire to attract customers from the 
entire area, thus requiring the most central sites, makes nightclubs prepared to bid the 
highest rentals, but the amount they are willing to pay falls off rapidly with distance.  
 
The location of OWB, UMP, vice-villas and nightclubs can be summarized as 
below according to their bid rent ability. Nightclubs will be located at the periphery 
part of the district center and 2nd order of the retail hierarchy, while OWB, UMP and 
vice-villas at the 2nd and 3rd order of the hierarchy.  






Distance from district center  D2D1 X O 
Nightclubs 
OWB, UMP, Vice-villas




The fact remains accessibility and the ability to pay for the benefits it bestows, 
has been and continues to be an important influence on the pattern of distribution. The 
nature of the businesses and customers’ requirements has very much affected the 
desire and ability to bid areas with higher rents, and in turn, to locate in central parts 
of the district.  
 
Fig. 6.2 showed the location of sex-oriented businesses in respect to the retail 
hierarchy in respective districts. Areas in orange represent the combination of lower 
order businesses (OWB, UMP, vice-villas and small scale nightclubs) while green is 
the higher order counterpart (large scale nightclubs).  
Fig. 6.2a   Retail hierarchy and location of businesses in Wan Chai 
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Fig. 6.2b Retail hierarchy and location 
of businesses in Mongkok 
Fig. 6.2c  Retail hierarchy 
and location of businesses in 




Fig. 6.2d Retail hierarchy and location of businesses in Sham Shui Po 
 
 The circles in the above maps defined the domain of different orders in the retail 
hierarchy. These figures clearly revealed that sex-oriented businesses are tended to 
locate in the 2nd order of the retail hierarchy regardless in which district. It is true that 
there are certain level of business will still retain in the district center, yet the majority 
is not, especially for low order ones.  
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6.2 The Principle of Minimum Differentiation 
The Land Value Theory is based upon the premise that the district center, the 
most accessible location in an urban area, offers maximum market potential and is 
accordingly converted by all forms of economic activity. It helps to explain the 
location of different sex-oriented businesses within a particular district. Concerning 
degree of agglomeration, it should be resorted to the implications of the Principle of 
Minimum Differentiation. 
 
Initiated by Hotelling, and modified by various scholars, the Principle of 
Minimum Differentiation elaborates kinds of retail that would agglomerate and the 
degree of agglomeration. Hotelling (1929) suggested that if one seller is free to 
relocate, it could maximize its hinterland, thus profit, by setting up an establishment 
adjacent to the other, selling similar products, at the long side of the market. 
Consequently, if both sellers are footloose, a process of mutual leapfrogging to the 
longer side of the market ensues (Chamberlin, 1933). This formulated the framework 
of initial agglomeration tendency. Decades later, taken into account many reality 
considerations, scholars suggested that stores are normally located with respect to 
their market, a spatial concentration of consumers or spending power is likely to be 
matched by an equivalent agglomeration of retail outlet (Rogers, 1969b, 1974; Artle 
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and Carruthers, 1988) and the strongest spatial affinities are usually found between 
outlets of the same trade type. Gannon (1972, 1973a) further suggested that 
complacent behavior, or the expectation of a subdued response, would encourage 
agglomeration. Yet, only these principles are not adequate to give an account to the 
frequently changing retail industry, Hotelling’s model failed to incorporate the 
existence of agglomeration economies, the positive externalities or cost reducing 
benefits that flow from spatial propinquity (Papageogiou, 1979; Imai, 1982; Mulligan, 
1984a; Thill and Thomas, 1987’ Fujita, 1988; Fujita and Smith, 1990). Eventually, 
uncertainty and risk reducing considerations as well as information search are added, 
which makes it becomes a more comprehensive principle. 
 
 Considering the general sex-trade industry, establishments are mostly clustered 
together. When focus is put on one single street, it is not difficult to locate more than 
one sex-trade establishments in it. For example, Nathan Road in Mongkok, there are 
over 20 vice-establishments of all kind clustered along the portion in Mongkok or 
Lockhart Road in Wan Chai, about 80% of the vice establishments in Wan Chai are 
located in that area (Fig. 6.3). It seems to represent that sex-oriented businesses have 
the tendency to locate closely together with each others. Does this implication valid 





Fig. 6.3a Location of sex-oriented businesses along Nathan Road 
    OWB  Sauna and UMP    Nightclubs     vice-villas 
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Fig. 6.3b Location of sex-oriented businesses along Lockhart Road 
 
 
6.2.1 Analysis based on Principle of Minimum Differentiation 
Indicated by Fig. 5.1 and Fig. 6.3, OWB has the highest degree of agglomeration, 
most of them are located in the same building. The most “disastrous” building even 
consisted of over 50 units of OWB. UMP and vice-villas are less agglomerative than 
OWB, occasionally they will set up in the same building, but the frequency in less. 
They usually set up in the next building rather than next door. Nightclubs, generally 
clustered in the same area, say neighbouring streets, but they seldom located 
immediately next to each others. 
 
  With respect to customer base, most of them are known customers for OWB, 
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UMP and vice-villas. Besides, limited services can be provided at the same time (one 
sex worker can not serve two customers at the same time). When they are not 
available for business, the customer will automatically approach another sex worker. 
The complacent property of the business minimizes competition or aggressive 
behavior between them. Furthermore, for OWB, if the customer does not like that 
particular sex worker, he will not come back again. Improvement by the sex worker, 
even sometimes with price reduction, can hardly achieve a dramatic increase of 
customers. This also contributes to minimize the contention effects between 
individual operators, despite the fact that competitions really exist between OWB and 
the sex workers have to “refresh” themselves so as to attract new and retain the 
existing customers in these non-price competitions. As a result, they can well establish 
next to each other, without the fear of reprisal, agglomeration exists. Contrary 
happens to nightclubs, where a large scale nightclub will employ a lot of sex workers, 
thus they can serve many customers simultaneously. When the scale of investment is 
enlarged, operators will be more eager to attract more customers, thus revenue, in 
order to ensure the endurance of the establishment. The competition between 
nightclubs then becomes fierce. They would like to exploit business opportunities and 
leapfrog each other hence to capture potentially strategic locations which could attract 
more customers and increase revenue. The keen competition and the wish to protect 
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its existing business will drive them farther apart. An antinomy situation arises, as 
Drezner (1982) pointed out, if a firm is motivated by a desire to capture the trade of 
its competitors, or conversely, wishes to protect its existing business, the most 
appropriate location are, respectively, immediately adjacent to or as far as possible 
from the competing firm. Nightclub operators would like to protect their own business, 
but on the other hand, they would also incline to capture others’ market share so that 
they can safeguard their business. These conflicting ideals make almost all the 
large-scale nightclubs established within the same area (Tsim Sha Tsui East) but in the 
neighbouring streets (Fig. 5.4). Two advantages are served by this arrangement, firstly, 
a slightly dispersal can alleviate keen competitions, if two of them are set up right at 
the next door, it is highly possible that struggling due to customers would be resulted; 
secondly, a degree of agglomeration can assist them to capture other’s customers 
share. Fig. 6.4 can illustrate the situation. Providing that the customers are not 
satisfying with the service of Nightclub B, they can immediately have other 
alternative in a short distance in Nightclub A. In this way, Nightclub A can capture the 
market share of Nightclub B. However, if the nightclub is at the other end of the 
district, as demonstrated by Nightclub C, the chances of capturing these customers 




Fig. 6.4 Distance between nightclubs 
 
Important concepts of uncertainty, risk reduction and information search played 
an essential role in determining the degree of agglomeration. The origin of these 
concepts is both consumers and retailers are not fully informed, the gap of 
information transmission and processing induce uncertainty and risk. To reduce these 
undesirable results, information search will be undergone. For operators of 
sex-oriented businesses, as they want to know more about the trend of operating the 
business, to prepare more non-price tactics to attract customers, details about their 
competitors and especially information about police inspection, they are inclined to 
cluster so that they can share and get information easily and with cheaper means. 
Concerning customers, when they are uncertain and consequently prone to acquire 
information about prevailing prices, quality and variety of goods, it impels the 
retailers of the same types to locate in close proximity. Owning to most of the new 
customers will selectively visit one of these establishments, agglomeration may 
enhance the chance of being visited. This would in turn increase profit and encourage 
agglomeration. To attract customers, the operators must at first, let the customers 
Nightclub A Nightclub B Nightclub C 
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know the existence and the location of their establishment. Advertisement would be a 
good way, yet expensive. 78% (n=230) of public being interviewed also agree with 
this notion that advertisement is effective in promoting sex-oriented businesses in 
Hong Kong19. Apart from that, Hung (2003) admitted that the guide accompanying in 
the newspaper which introduces different types of sex-oriented business has enhance 
the desire to search for such services among the readers. Some teenagers even said 
that they are eager to try these sexual services as these seem so interesting as 
described by the advertisement and media. Comparing with the ultimate aim of cost 
reduction, this may not be optimal, especially for OWB, UMP and vice-villa. A 
compatible solution is sharing the expenditure by advertising all of them in one 
advertisement, but prior to this solution, the foremost requirement is they must be 
very closely located. By this way, when the customer approaches to one of the 
establishments, he will find that there are still many similar services nearby. Cost is 
reduced but effect is still there, which is admitted by over 83% of the responding 
public20. Agglomeration does more than simply reduce the cost of doing business 
though intra-center economies of shared car parking, street lighting, security services, 
advertising and promotion, maintenance, cleaning and so on, clustering also provides 
an all-important means of uncertainty reduction for retailers and consumers alike 
                                                 
19 Refer to Appendix 2 for a more detailed result of the questionnaire, question 8 
20 Refer to Appendix 2 for a more detailed result of the questionnaire, question 10 
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(Pascal and McCall, 1980; Goldstein and Gronberg, 1984; Daniels, 1985). When most 
of the sex-oriented businesses are illegal, cheap information channel and ease 
information gathering are highly vital for them to survive in the industry.  
 
After understanding the operation modes, it is realized that the amount of 
businesses conducted by the sex-oriented industry are subjected to an assortment of 
constraints. Horse racing or soccer gambling would dramatically reduce their demand, 
thus income. OWB, UMP and vice-villa are even worst, as they are frequently 
attacked by police (although OWB is legal, police inspection will greatly affect their 
business also)21. Their demand is highly variable, due to perhaps personal preferences, 
the quality or services provided by the sex worker or else the demand of the 
neightbouring falls, resulting in very unstable income22. To tackle this problem, they 
would tend to cluster together, so that people who want sex services will go to that 
area, which can offer some improvements to the demand and income. For nightclubs, 
although their demand is also fluctuating yet, by providing beverage and charging 
service charges, their income will be relatively more stable than that of other sex-trade 
businesses. Their propensity to agglomerate will be less, as customers may easily visit 
another nightclub if they are too close together.  
                                                 
21 In the interviews conducted by Zi Teng, most of the OWB agreed that police inspection would affect 
their business. (Zi Teng, 2003) Similar idea is also revealed by Hung (2003).  
22 Refer to Appendix 7 for income details for OWB 
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To conclude, the degree of agglomeration is the highest for OWB, followed by 
UMP and vice-villas, with the lowest for nightclubs, influenced by factors like nature 
and expectations for the business, competition, uncertainty and risk reducing desire, 
information search as well as demand. Nonetheless, the general picture of the industry 
is highly agglomerated due to the increase in competitions that occurs is more than 
offset by the additional demand that the agglomeration of establishments generates.  
 
6.3 Conclusion 
Examining the distribution pattern of an industry by location theories can 
identify most of the influencing economic factors. However, there are still some 
inadequacies of these theories. Concerning Land Value Theory, it neglected the 
importance of proximity to complementary activities. In fact, for sex-oriented 
businesses, the “economics of concentration” is more attributable than the “economics 
of centralization”. Clustering together can serve a security function, safeguard each 
others businesses and reduce costs. Besides, according to the theory, if the operator is 
affordable, he would bid the land in the city center. Yet, even for nightclubs, they are 
only located in the main streets of the 2nd order retail hierarchy, but not the district 
center (Fig. 6.2). This is because every operator has the incentive to minimize 
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expenditure, thus they will locate their premises in areas with lower rent. In fact, the 
decision-makers tend to be “satisficing”, sub-optimal and frequently influenced by 
non-economic factors, like whim, tradition, aesthetics, prestige and sheer-ignorance 
(Firey et al, 1947). Yet, these all are not mentioned by the theory.  
 
The Principle of Minimum Differentiation highlighted the degree and the factors 
induce agglomeration. Yet, discrepancy arises between the situation here and the 
theory. Kivell and Shaw (1980) conducted various studies and concluded that spatial 
distributions of retail outlets reveal strong agglomerative tendencies. There is even a 
general consent that the degree of clustering is inversely related to the order of the 
retailing function. In order words, high order trades exhibit the most clustered 
distributions, whereas low order ones are least agglomerated of all. However, in Hong 
Kong’s situation, low order OWB has the highest degree of agglomeration, while the 
high order nightclub services with relatively lower degree. This is possibly due to the 
principle omitted the spatial strategies of multiple operators or an uneven population 
distribution within the city. 
 
In fact, many other issues are not addressed by these theories. It is believed that 
economic factor is not the sole determinant of the distribution patterns of sex-oriented 
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businesses in Hong Kong. 90% (n=230) of the respondents agreed that there are many 
other externalities contributing to the current spatial pattern, which include 
government intervention, town planning, police intervention, public pressure, 
population distribution, triad influence and visiting frequency23 . These will be 















 Fig. 6.5 Black Hands behind as suggested by the respondents 
                                                 
23 Refer to Appendix 2 for a more detailed result of the questionnaire, question 11and 12 
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Chapter 7 Black Hands Behind?  
  
As mentioned in the previous chapter, most of the respondents believed that there 
are black hands behind apart from the influences by economic factors. After analysis 
and generalization of various suggestions from the public, these factors are classified 
into two main categories: legal perspective which includes government intervention, 
town planning and the interferences from police force; as well as social perspective, 
counting public pressure, population distribution, triad influences and visiting 
frequency. The following of the chapter will discuss these one by one.  
 
7.1 Legal perspective 
This category is generally about how the society adopts legal mechanisms to 
confine the location choice of sex-oriented industry. These mechanisms are usually 
coming from the government or police force since they are the major source of 
regulation power within the society.  
 
7.1.1 Government intervention24 
Government bodies negatively perceive sex-oriented industry as a nuisance to the 
                                                 
24 Refer to Appendix 8 for details of the ordinance 
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city as a whole as the general public do, perhaps due to the consistent impact from the 
public and personal bias. In order to minimize the disturbances created, the 
government departments will have dual considerations before permitting these 
businesses to operate. Government’s interventions to the sex-oriented industry are 
mostly through legislation. Licensing system is one of the main core themes.  
 
License has to be obtained before any business can be operated, business of 
different nature has to obtain different types of licenses, and this is the same for 
sex-oriented businesses. Nightclubs, sauna rooms and villas have to obtain various 
kinds of license, like massage establishment license (Cap. 266 s. 6), miscellaneous 
license for nightclub (Cap. 114 s.5), license for places of public entertainment (Cap. 
172 s. 4) and liquor license (Cap. 109B s.15). When considering to issue the license to 
these establishments, the main concern of the related department is whether the 
premises and the surrounding environment are suitable for the operation of the 
business and the establishment will not be operated in a manner contrary to the public 
interests. Besides, the Home Affairs Department may also decide the kinds of 
business for which places of public entertainment may be licensed for (Cap. 172 
s.7(1a)) and the location of a place of public entertainment generally or on or in any 
place, building, erection or structure and the circumstances, conditions and 
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restrictions in or subject to which such location may be permitted (Cap. 172 s.7(1c)).  
 
The more potential disturbances is forecasted, the more considerations is taken 
into account. In other words, the more have to be satisfied before license is issued. 
When any of the related department considers it as inappropriate, while in most 
circumstances is due to location choice, like too close to areas for educational 
purposes, the establishment can not be set up. The operator thus has to opt for another 
location. This, in turn, constrained the location of these establishments to districts 
where government would like to put all the sex-oriented business into, like Wan Chai 
and Mongkok, so that the disturbances to other districts would be minimized, and by 
the way enhanced agglomeration in these districts. 
 
7.1.2 Statutory control 
Statutory control is generally referred to Development Permission Area (DPA) 
Plans, Interim Development Permission Area (IDPA) Plans, Outline Zoning Plans 
(OZP) and development scheme plans; the main focus here will only be OZP set out 
by the Town Planning Board (TPB) as DPA and IDPA plans will gradually become 
OZP as well as the scale of OZP is the most optimal to clearly identify each land lots 
in the city. Land lots in most of the areas in Hong Kong are subject to the planning 
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control of OZP. These OZPs stipulated the land use of each land lot. According to the 
supplementary notes of the OZP, uses of the land are divided into Column 1 and 
Column 2. Column 1 uses are always permitted while application to the TPB is 
required for Column 2 uses. In other words, even the developer has successfully bid 
the land, he still has to consider the land use assigned by the TPB and fulfill the 
requirement before setting up the establishment. Villas, nightclubs and sauna rooms 
are always permitted only in Commercial and Other Specified Uses (Business) zones, 
while in most of other zones like Residential (A) or Comprehensive Development 
Area (CDA), they are categorized into column 2 or even not listed out, which means 
not permitted use. Therefore, the operators are confined to set up these establishments 
in particular zones.  
 
Another consideration is the distance that should be kept with other land use. 
Aiming to minimize disturbance and negative impacts to students, town planning 
ordinance (TPO) has intended to segregate these establishments with educational 
institutes. Although no clear legislation is set like the Amusement Game Center 
Ordinance (Cap. 435), there are still many other piecemeal ordinances to make sure 
there are some buffers between sex-oriented establishments and educational institutes, 
for example, Place of Public Entertainment Ordinance (Cap. 172) and Massage 
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Establishment Ordinance (Cap. 266). Establishments can not be set up if these 
regulations are not satisfied or in breach. By this way; the locations of these 
establishments are confined to some specific areas, thus lead to the agglomeration 
situation in some particular districts.  
 
7.1.3 Non-statutory control 
Non-statutory control which will be discussed here includes government lease 
and Deed of Mutual Covenant (DMC). Both of them specified the permitted use of 
the premises, but some of the buildings are either bound by government lease or DMC 
only while some are bounded by both.  
 
DMC usually exist in most of the modern multi-unit buildings, it is signed by the 
first purchaser, management company together with the developer and be binding on 
all the subsequent purchasers. Clauses in the DMC have stipulated the responsibilities, 
rights and obligations of owners in the public and private areas of the building. 
Although there is not any forbidden of trade clause (which usually exists in old crown 
lease), what is permitted to do in the building is clearly defined. What is not stated in 
the DMC would be implied as forbidden, say business operation. Therefore, if the 
other residents in the building or the developer found out the owner or permitting his 
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tenants to operate sex-oriented business, even one-woman brothel, in the domestic 
portion of a composite building or residential building, the developer has the power to 
make the premise not sellable in the bank by restricting the lease, levy closure order 
on the premise or else order for ejectment of tenant according to the DMC.  
 
Contrastingly, older buildings are without DMC, as there is no retrospective 
power of DMC, at the very beginning the first purchaser did not sign the DMC with 
the developer, they cannot make it again. Therefore, restriction of use of the premises 
can only be relied on the government lease. However, the main limitation here, is the 
government lease, which is one kind of contract, is signed between the government 
and the developer. According to the contract law, contract only binds the parties who 
signed it, but not the third party. Based on the privity of contract between parties, a 
contract cannot impose liabilities or confer rights upon one who is not a party to the 
contract (Dobson, 1997). As a result, owners, residents and tenants are not bound by 
the government lease, so even if they breached the terms in the government lease, like 
operating business in domestic part of composite buildings, the developer and the 
government cannot do anything against them, regardless the lease stipulated that 
business operation is not permitted. This explained why most of the OWB, UMP and 
vice-villas are clustered in old buildings, as the developers, other residents or the 
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government can hardly eject them by means of government lease only.  
 
Concerning nightclubs, which are usually the first purchasers, they are only 
subject to the restrictions of government lease. As mentioned above, the setting up of 
nightclubs is confined by the OZP to commercial zones and other use (business) zones. 
Yet, apart from this restriction, the government lease has also specified the land use of 
the lot. When there are any contradictions between the OZP and the government lease, 
the latter prevails. That means, even if the OZP permitted the setting up of nightclub 
(classified as place of entertainment in the supplementary notes) but not in the 
government lease, the establishment still cannot be set up. In this way, government 
lease has played a large role in determining the location of the vice establishments. 
 
7.1.4 Police interference 
Over 91% of the public being interviewed reveal that police actions will affect 
the activity areas of sex-oriented industry25. In the real practice, Special Duty Squad 
(SDS), a dedicated team of the police force is solely responsibility of combating vice 
in the district. Since most of the sex-oriented businesses are associated with vice 
activities, operators do not want their businesses being attacked by police, thus 
                                                 
25 Refer to Appendix 2 for a more detailed result of the questionnaire, question 18 
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employed lots of means to protect themselves. They would like to obtain more 
information so as to safeguard their interest, and this desire encouraged agglomeration 
among the establishments. For example, there are vice establishments A, B, C and D , 
while the first three are in the same district. When A and B are being inspected 
suddenly one day, it is highly possible that C will be inspected immediately 
afterwards, so once operator C noticed, he can do something to protect his business 
right away. Yet D, in a different, district does not know when he will be inspected as 
there are different internal instructions for different districts, thus higher risk resulted. 
 
The same can be applied to the inspection by Immigration Department, since 
vice-establishments will usually employ foreign girls. They have to prevent being 
caught by breaching the accommodation laws. 
 
The police force will take actions when there are reports concerning disturbance 
of the concordance of surrounding environment. For example, when there are 
complaints about the operation of OWB creates annoyance to nearby residents, the 
police may ask the OWB to close down or move away. Examples can also be found 
on a larger scale. Early before the opening of Langham Place, SDS has frequently 
attacked the sex-oriented businesses along that portion of Portland Street, forced 
 113 
many of these vice establishments to close down or move away, so as to preserve a 
better environment for the development. By doing so, the businesses will move to 
nearby areas, especially where has already set up a lot of similar establishments, 
hence to minimize the chance of being forced to close down again. Eventually, the 
actions of police force have indirectly hastened the degree of agglomeration. 
 
Another minor impact of police force is, due to being caught for breaching any 
of the legislations, the establishment has to be closed temporarily for some months. In 
order to prevent the loss of customers, operators will usually rent the premises next 
door and operate there, so that their customers can locate them easily. This makes lots 
of vice establishments setting up in the same building and enhances the degree of 




The government has made a lot of efforts in limiting the activity area of 
sex-oriented businesses and the setting up of vice establishments in order to minimize 
the interruption to the life of the citizens in Hong Kong. However, as to preserve the 
operation of a free market, the government cannot employ too many mechanisms to 
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intervene the industry. As commented by 70% (n=230) of respondents, the action of 
the government is not enough and adequate26. Therefore, grey areas exist and being 
manipulated by the operators, OWB is the typical product generated from these grey 
areas.  
 
The factors mentioned above do affect the distribution pattern of sex-oriented 
businesses to certain extent; nonetheless, most of them are constrained by the legality 
of the businesses. For instance, UMPs are inherently illegal, and as the name has 
suggested, they do not obtain license for operation, thus the licensing system would 
not affect their location choice. Concerning OWB, they are legally operating in their 
own premises thus do not need any license for operation and not subject to the control 
of OZP together with government lease. Likewise, it is in very rare case that people 
will truly enforce the power endorsed by the DMC or government lease since the 
power is very limited and the time needed to enact the ordinances is very long. 
Therefore, even people notice about the power they will seldom execute it. 
 
As a conclusion, the influences generated by the police force towards the spatial 
pattern of sex-oriented industry are the greatest among the above factors. This is 
                                                 
26 Refer to Appendix 2 for a more detailed result of the questionnaire, question 26 
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because to the broadest view, all of the sex-trade businesses are associated with vice 
activities. Say OWB, it will become illegal when there are more than one girl 
operating at the same time in the premise, or if the girl is controlled by a pimp(s); 
UMP and vice villas they are initially illegal in nature; and if arrange or employ 
foreign girls or girls who has exceeded the limit of stay granted by the Immigration 
Department, the nightclub is regarded as operating illegally. These activities will 
make them the target of police and Immigration Department, and the actions of these 
departments will definitely affect their business and income. Consequently, they will 
cluster together to protect against their interests. Obviously they will have other 
means to collect information about police actions, but it seems to be irrelevant here 
and will be ignored. 
 
7.2 Social perspective 
After examine the legal factors which seem to be inadequate to explain the 
spatial phenomenon, the following will emphasis on social factors and the extent of 
their influences. 
 
7.2.1 Population distribution 
As discussed in previous chapter, OWB, UMP and vice villas are classified as 
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low order services and serving nearby customers, thus, they are usually located near 
to their target customers. It is a general consensus that their potential customers are 
male of lower income group. When comparing with the census conducted by the 
government, it is not difficult to discover OWB, UMP and vice villas are generally 
setting up in districts with lower income mean, like Sham Shui Po, Kwun Tong and 
To Kwa Wan. While coming to middle to higher income residential areas which zoned 
as Residential (B) or (C) in the OZP, the amount of these establishments decreased 
dramatically, such as Whampoa Garden, Golden Coast or the Peak areas. Furthermore, 
when considering the mean for the age of population, sex-oriented businesses are 
mostly concentrated in districts with higher mean, generally about 40; but seldom in 
districts with lower mean, like Tsuen Kwan O27. Individual taste and personal 
preferences should also be taken into account. This can imply that the location pattern 
is affected by the spatial distribution of population density as well as their 
composition, by which the lower order sex-oriented businesses tend to cluster in 
downtown areas, where with more prospective customers.  
 
7.2.2 Public pressure 
According to the opinion survey conducted, about 99% (n=230) of the 
                                                 
27 Refer to Appendix 6 for the distribution of income and age group together with their mean value in 
different districts 
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responding public said that they mind living near to any vice establishments. 100% of 
them believe these establishments are disturbances to the residents nearby and will 
oppose if these establishments are going to set up near to their home28. Generally, 
public would not like to live near to any vice establishments, since these 
establishments will create substantial levels of disturbances to the nearby residents, 
such as making the area become complicated as many strangers will be passing by or 
assuming other girls living in the same building as sex workers. Therefore, in hope of 
creating a better environment to live in, residents will make use of different methods 
to force these vice establishments away. Methods citizens may employ are 
multifarious: prior to the setting up of the establishments, citizens may protest to the 
district board members when they notice the plan of the operators. The district board 
member may then add pressures on these operators and force them to opt for another 
location. This situation happened in Saiyingpun years before, when there was a sauna 
room proposed to set up among the residential buildings. Finally owning to the 
opinions and pressures from the residents, the operator of the sauna room gave in. 
Another method that can be used is to persuade the operator to move away and this is 
usually applied to OWB as they are easier to be influenced. According to Kong and Zi 
Teng (2003), one of the greatest difficulty that OWB faces is the pressure from the 
                                                 
28 Refer to Appendix 2 for a more detailed result of the questionnaire, question 19, 20 and 21 
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residents nearby, as their actions may greatly affect OWB’s operation. If persuasion 
does not work, residents may resort to police force. Police may request them to move 
away, even the OWB does not breach the law. The public can also report about the 
illegal businesses operating in their buildings, thus they will be forced to close down 
by the police. These pressures will obstruct the operation of the business, thus 
sex-oriented businesses will move to buildings where residents are less “troublesome” 
or concern less about the surrounding environment, and these buildings will usually 
exist under three circumstances: first, old buildings that many vice establishments 
have already set up; second, majority residents are elderly that they would rather 
prefer to accept instead of protest; or third, residents are potential customer of these 
establishments. Regardless any of the three situations, public pressure has driven 
these vice establishments closer together, and thus enhanced the degree of 
agglomeration in old buildings.  
 
7.2.3 Triad influences 
The distribution pattern and agglomeration of these establishments is more 
convinced to be explained by the activities of triad members, as revealed by 
approximately 90% (n=230) interviewees29. Although there is no evidence, it is 
                                                 
29 Refer to Appendix 2 for a more detailed result of the questionnaire, question 23 and 24 
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commonly believed that the operation of sex-oriented businesses, especially for those 
in Yau Tsim Mong district and Sham Shui Po are associated with the activities of triad 
members. The involvement of triad influences is mainly attracted by the highly 
profitable and quick return, regardless the risky nature of operating these sex-oriented 
businesses. It can be observed that the distribution of most of the sex-oriented 
businesses is in close proximity. All of these establishments are either under the 
control or protected by the same group of triads. To place all these establishments in 
neighbouring area can ensure the “safely” operation of these illegal businesses, as 
there are two main sources of obstacles the triad members must have to overcome: 
police inspection and other triad members who wish to capture their market share. 
Once the triad locates these establishments within the domain of their control 
(obvious the area is not really under their control), generally in Yau Tsim Mong 
district, they can gather information about police easily, while at the same time other 
triad will not dare to act against their businesses. Inspired by the intention to 
safeguard their interests from manipulating the operation of sex-oriented businesses, 





7.2.4 Visiting frequency 
Visiting frequency is another important factor that determines the degree of 
agglomeration. Over 95% (n=230) of the interviewees agreed that shops selling 
merchandise that people frequently purchase should set up lots of branches all around 
the city so as to be convenient to the users; while shops selling merchandise that 
people not very often needed should locate near to each other so that consumers can 
have more choices among them30 . When considering the case of sex-oriented 
businesses, among the four, OWB is the business that people visit the most frequently, 
followed by UMP and vice-villa, with nightclub the least. Therefore, OWB is the most 
dispersed businesses city-wide, they have set up in almost all the districts in Hong 
Kong, even in more peripheral downtown areas like Tsuen Wan, Yuen Long and Sai 
Ying Pun. Yet, for nightclubs, majority of which has clustered in Tsim Sha Tsui East 
only, and rarely found in other districts. This is similar to convenient stores and 
antique stores, as the visiting frequency is high, the operator should set up lots of 
branches in different areas so as to facilitate their customers; while the visiting 
frequency is low, branches should only set up in core areas which ease the customers 
to locate31.  
 
                                                 
30 Refer to Appendix 2 for a more detailed result of the questionnaire, question 13 and 14 
31 Details of the explanation can be referred to 5.3.1.1 Analysis based on Central Place Theory 
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7.2.5 Conclusion 
In sum, none of the theory or factor is solely sufficient to explain the distribution 
pattern of sex-oriented industry in Hong Kong. Even the factors highlighted in the 
social perspective which are not constrained by the legality of the business, they also 
subjected to the rational reasoning by the residents. That means, notwithstanding their 
daily lives have been disturbed by the operation of these vice establishments, they will 
balance the cost of protesting and the consequences afterwards. They may foresee a 
negative consequence even they protest, such as being revenged by the triad members 
or simply the action of police or district board member has no effect on the situation. 
Thus, discourage them to add pressure to the establishments. 
 
The distribution pattern and degree of agglomeration can be concluded to be 
influenced by a mix of factors and the balance of benefits among them. Operators, of 
course, have to find locations that are easily accessible and noticeable by the 
customers as well as with a large pool of potential customers and workers but with the 
lowest rent, so that they can maximize their income. Simultaneously, they have to use 
different means to protect their interest against the pressure of residents, regulations 
laid down by the government, inspection by police and other departments together 
with attacks by other triad members. To justify between the cost and benefit, they will 
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opt to agglomerate in some specific districts. These rational considerations are the real 
black hands that determine the location choice.  
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Chapter 8 Social cost 
 
After series of discussions on the factors affecting the spatial behavior of 
sex-oriented industry, something can be drawn from this investigation: regardless 
where do these establishments locate, they will produce certain amount of 
disturbances to the neighbourhood physically and psychologically. Of course, the 
residents will try to use their means to minimize these nuisances. Yet, if the residents 
are incapable of protecting themselves, should the government intervene and if yes, 
how should the government do to react to the problem? Another issue that attracts 
concerns is the cost induced by government intervention, and this chapter is going to 
shed light on these two aspects: the necessity of government interferences and the 
social costs induced.  
 
8.1 What is social cost? 
Social cost is the cost arises from an activity to the decision-maker as well as the 
other members of the society (Pigou, 1912). External cost or external diseconomy 
arises when there is a divergence between private cost (the cost to the individual 
decision-maker) and social cost (the cost to both the individual decision-maker and 
other members in the society). Pigou suggested that when there is external 
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diseconomy, government must intervene to correct these externalities with taxes and 
subsidies, regulations, public education, direct provision of goods and services by the 
state or other corrective measures in order to attain social efficiency (Bohm, 1974; 
Gill, 1973). However, Pigou’s analysis has been regarded as over-simplistic as a rule 
for government policy, which will lead to the tendency to over-utilization of resources 
when there is unrestricted access to them. While taken into account the property right 
paradigm as suggested by Professors R. H. Coase (1960) and Steven Cheung (1970), 
together with public choice theory, initiated by Professor James Buchanan et al (1965), 
the social cost analysis on the determination of government can become more 
comprehensive. In sum of their ideas, the general conclusion for public policy is the 
classical one: given the inherent defects, complexity, cost and bias of an intervention 
solution, the general rule should be letting the price system to deal with externalities 
wherever possible – by re-defining property rights and removing barriers to trade due 
to externalities. Government intervention, regardless domestic or supranational, is 
best kept as a “solution of the last resort”: to be used only when and where high and 
irreducible transaction costs prevent the internalization of externalities by private 
action. Even so, government intervention must be carefully scrutinized, as the costs 
and external side-effects may outweigh the benefits (Burton, 1978). The mere 
existences of externalities do not, provide “a clear case for some kind of public 
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intervention” (Samuelson, 1975: 817).  
 
As social cost would induce external diseconomies which produce negative 
effect to the society, it would be rational to make efforts to minimize the social cost, 
and this attracted discussions on whether the government should intervene into the 
process. Pigou accounted that since no one profit makers would has the incentive to 
minimize these externalities, public intervention and government intervention would 
the inevitable end. However, if government intervenes in everything, the entire 
national effort would be eaten up many times over by resource-consuming 
intervention and no market activities left for “correction” (Burton, 1978). Thus, Coase 
argued that external effect did not give rise to a misallocation of resources, provided 
that there is no barrier to trade between producer and consumer. When there is no 
transaction costs, and property rights are well defined and enforceable, the producer 
and consumer in externality would have the familiar market incentive to negotiated a 
mutually beneficial trade between themselves and “internalize” (which is to remove) 
the externalities. In other words, market mechanisms and bargaining solution would 
help to achieve a win-win situation between the producer and consumer when the 
transaction costs is not high at a level that will obstruct trade happening between 
parties. Thus, government intervention is not preferred.  
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8.2 Situation on sex-oriented industry in Hong Kong 
Concerning the situation of sex-oriented industry in Hong Kong, as regarded as a 
nuisance, 85% (n=230) of the interviewees of the opinion survey agreed that the 
government should intervene and regulate the industry32. Voices from the public has 
urged the government to pass more legislation so as to constrain the activities of the 
industry, since they believe government intervention is the only effective mean to 
limit the activities of sex-oriented industry, thus reduce nuisances. Yet, in the reality, 
is government intervention the only way out? 
 
If having an in-depth investigation into the life of people who are living near to 
these vice establishments, one can discovered that they have their own ways to 
bargain with those sex-workers. An interview was conducted with a resident, Mrs. 
Chan, who is living on the same floor with an OWB in Kwun Tong33. She admitted at 
the very beginning she was troubled by her neighbour, but later she solved the 
problem by compromising with the sex worker. She explained there are in fact many 
ways to deal with the sex workers, like discussing the matter of nuisances with them 
and ways of minimizing those nuisances; if this does not work, the residents could do 
some other things to protect themselves like report to police or even move away. The 
                                                 
32 Refer to Appendix 2 for a more detailed result of the questionnaire, question 25 and 28 
33 Refer to Appendix 9 for the full version of interview script 
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residents will choose the way that offer more benefits for themselves. The situation 
can be better illustrated by a typical example of Mrs. Chan.  
 
Case Study 
Facing with the disturbances induced by her neighbour who is an OWB, Ms. 
Lam, Mrs. Chan and her family was troubled for several months and felt afflicted. 
Finally, she, together with some other neighbours tried to accord with Ms. Lam on her 
“working hours”, noise emitted, her dressing in public areas and about the activities of 
her customers, on the grounds that if she agrees, the neighbours would not report to 
police or force her to move away, they may even inform her when there is police 
coming for inspection. After series of discussion and modifications on the terms, 
compromise was achieved.  
 
Their behaviors can be analysis as both parties hoped to be better off, yet they 
will consider and balance the cost induced and the consequences. Ms. Lam may 
compare the consequences of compromising and non-compromising, say if 
compromise, she can continue to operate “safely” as she can be informed about the 
coming of police and enjoys a concordance environment with the residents but 
reduced working hours, in turn, income; for non-compromise, she can continues to 
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operate her business freely without restrictions on working hours, but with hostile 
feelings and even retaliate actions from the residents, being reported to police 
frequently or ejected from the premise. When balancing the benefits of these options, 
Ms. Lam obviously will choose compromise. The residents are willing to offer these 
terms mainly due to they believe the cost they pay which is continue to accept the 
operation of Ms. Lam and the disturbances triggered as well as not to report to police, 
is much less than the benefits they can enjoy, such as having a more secured 
environment at the night, reduce the chances that their children come into contact with 
Ms. Lam’s consumers and a concordance atmosphere with their neighbour. 
Bargaining solution is applicable as both sides think the cost to compromise is smaller 
than the benefits resulted.  
 
In other cases, where it is difficult to bargain with the operators, like UMP or 
vice-villas which are larger scale, cover more people and possibly with the 
involvement of triad members, the residents may have another way out. For instance, 
reporting to the police may not completely expulse these vice-establishments, if this 
really happens, the residents’ actions may even trigger revenge from the triad 
members which would jeopardize their interests. Eventually, at the moment when the 
cost to endure these disturbances is more than the cost to move away, the residents 
 129 
will definitely choose the latter. In the reality, about 75% (n=230) of residents will opt 
for the choice even before they try to endure34.  
 
In fact, this can be elaborated in terms of the delineation of rights and liabilities. 
Usually where the side the right lies, the other side will change their usual practice to 
accommodate to the situation. In the case of Mrs. Chan, as she has the right to live in 
a comfortable environment, yet the appearance of Ms. Lam has interrupted the 
situation, and obviously, Ms. Lam should not operate business in residential units in a 
manner that negatively affect her neighbours, thus the rights lie with Mrs. Chan, and 
Ms. Lam compromise with her. For UMP, as they usually operate in the lower part, 
which is the non-domestic parts of composite buildings, they have the right to operate 
businesses (ignore the fact that they are illegal here) and use the staircase for their 
customers to access. Even the residents above feel disturbed, the right still lies with 
the UMP, consequently, changes are resulted from the residents.  
 
8.3 Implications 
The above two situations demonstrated the fact that residents would rather solve 
the problem engaged with vice establishments by themselves than rely on the actions 
                                                 
34 Refer to Appendix 2 for a more detailed result of the questionnaire, question 22 
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from government. The reasons are three-folded. First, the time for government 
intervention is long, much longer than the residents to tackle the problem by 
themselves. There are too many procedures before the police come to investigate the 
situation and then warn the sex-trade operators and workers, and take actions to force 
closure eventually. Besides, hoping the government to pass legislations to protect 
residents’ interests is far-reaching as there are too many hierarchies in the bureaucratic 
government systems. When there is proposal for any bills, it must be read trice in the 
legislative council, be gazetted to the public, recruitment for public comments, 
discussed by the councilors in the legislative council and so on. These preludes take 
more than a year to proceed before the bill can be passed. These frankly cannot satisfy 
the immediate needs of the residents. 
 
Secondly, the effectiveness of government intervention is limited and there are 
usually grey areas that can be manipulated by the operators. OWB is a good example 
of government’s legislative loophole. Besides, as most of the sex-oriented businesses 
are illegally operated, the actions of government say legislation, will be completely 
ignored by the operators. They, with the influences and help of triad members, will try 
to use all the means to evade from the inspections and the attack from police force. In 




Cost, is the third reason that residents do not want to resort to government 
actions. Cost, here generally refers to the cost of administering the actions of the 
government, the cost of executing them, and the cost induced by the by-products of 
government intervention. For exemplify, government now proposes to suppress the 
operation of sex-trade businesses by means of clamp down, for any report on any vice 
establishments, rewards in monetary term would be granted upon successful clamp 
down of the establishment. Additional costs are levied on administering, that is to 
ensure there is no abuse of money allowed for report by the citizens; on execution, 
which is source of the rewarded money; and on by-products, say to prevent bribes.  
The money used to support this proposal are all coming from the general public as tax. 
Therefore, when comparing to solve the problem by bargaining with the sex-trade 
operators, the residents certainly will opt to solve by themselves as the cost, in money 
terms, is almost nil.  
 
As mentioned by Professors Buchanan and Stubblebine (1962) and Dr. Turvey 
(1963), an unilateral tax or subsidy does not result in an optimal allocation of 
resources, if this has to be achieved from an external diseconomy, not only must the 
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producer of the externality (in this case, the operators of the sex-oriented businesses) 
has to be taken into account the costs imposed on the consumer (which indicated the 
public, especially the residents nearby), but also the consumer must also take into 
account the costs imposed on the producer (i.e., benefits foregone) by any reduction 
of his activities resulting from the tax (which broadly means the money pay to the 
government in return for his actions). And the consumers will not do this unless a tax 
is imposed on him for securing the benefits of the reduction in the externality. Owning 
to the unlimited amount of uncertainties, hardly the public will be willing to pay for 
government intervention when there are still other alternatives. The current situation 
on public’s attitude towards government’s intervention can be revealed clearly by the 
opinion survey, while there are over 70% (n=230) of the interviewees believed that 
government intervention would spend a lot of public money and about 75% are not 
willing to pay more for government intervention into the sex-oriented industry. They 
also conveyed that the operator of these vice establishments, the customers and the 
sex workers are those who should bear the cost, which consisted of 97%, 69% and 
53% respectively, while only less than 18% agree that the public should also bear the 
cost at the same time35. These figures clear comply with the analysis of Buchanan. 
That is why the residents would rather solve the problem by themselves instead of 
                                                 
35 Refer to Appendix 2 for a more detailed result of the questionnaire, question 29, 30 and 31 
 133 
relying on the government. 
 
 One may argues about the illogically high number of people urging government 
actions on sex-oriented industry is contradictory to the above analysis on residents 
living near to vice establishments. They are not mutually exclusive actually, the 
illusion for government intervention is mainly because none of the respondents is 
living near to any vice establishment, they have not experienced the real life and 
imagined that they are having such neighbours36. Manifestly, government intervention 
seems to be the best way out as it has the power to do so, but with further thought, 
other alternatives may serve better effects. As in fact, every action will produce 
side-effects, one cannot anticipate government intervention into all aspects of life. 
Besides, general public has a bias that sex-oriented industry is immoral, thus it should 
be prohibited. Yet, things are always reciprocal, once sex-oriented businesses are 
completely banned, more social problems would be resulted, like increment in 
sex-related crimes and the amount of government social welfare expenditure due to 
unemployment of sex workers. The most optimal choice, hence is dual consideration 
on the whole picture and opt for the way that yields the most for both sides. Indeed, 
among all of the options of government intervention, public assent that most of the 
                                                 
36 Refer to Appendix 2 for a more detailed result of the questionnaire, question 15, 16 and 17 
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resources and effort should best put into establishing a Red Light District in Hong 
Kong, which gains support from over 70% of the responded public (n=230), followed 
by setting up licensing system for the industry (57%) and public education (51%)37. 
There is a common characteristic for these suggestions, which is accepting the 
existence of the sex-oriented industry through a relatively mild way of government 
intervention, which can possibly achieve a win-win situation between the citizens and 
sex workers. Implication arises here, as by the efforts of the public alone cannot fully 
solve the problem, will establishing a Red Light District initiated by the government a 
better solution at the ultimate end? A more explicate discussion will be included in the 


















Fig. 8.1 Most desirable government intervention actions 
                                                 
37 Refer to Appendix 2 for a more detailed result of the questionnaire, question 27 
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Chapter 9 Reflection: Red Light District 
 
9.1 Introduction 
 “A red light district is a neighbourhood where prostitution is a common part of 
everyday life. The term was first recorded in the United States around 1890, and 
derives from the practice of placing a red light in the window to indicate to customers 
the (often illegal) nature of the business. This is based on the biblical story of Rahab, 




 Red light district is not a new concept in other countries, well developed 
red-light districts can be found in the Netherlands, Germany and even Asian countries 
like Singapore, Japan as well as Thailand. These areas are even tourist “must visit” 
focal points such as Kabukicho in Tokyo and Patpong together with Pattaya in 
Thailand. The idea of establishing a red light district has been suggested and argued 
for many years, nothing has been concluded still. A brief examination will be 
conducted on red light district and its influence on the sex-oriented industry and the 
public as a conclusion for this research.  
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9.2 General public opinions 
About 40% (n=230) of the public interviewed fear that government intervention 
on sex-oriented industry will trigger negative impacts and 45% thought that strong 
oppositions from triad (92%), operators (90%) along with sex workers (68%) and 
related protesting activities are the most possible outcomes when considering negative 
impacts38.  
 
Among all feasible means of government intervention, establishing a red light 
district is the most desirable, with over 80% supporting the notion and 83% of the 
public members suppose the establishment can bring about positive influences to 
Hong Kong, reducing disturbances and create a safer environment to the 
neighbourhood (79%), promoting tourism and increase government revenue (72%) as 
well as ensuring better control and organized pattern of the industry (62%) are cases 
in point39.  
 
In terms of location choice, Yau Tsim Mong district gains an explicit support 
from 77% interviewees, followed by Sham Shui Po (14%). 87% of them would first 
consider convenience (87%) when thinking of the most suitable district, as well as the 
                                                 
38 Refer to Appendix 2 for more detailed result of the questionnaire, question 32 – 35 
39 Refer to Appendix 2 for more detailed result of the questionnaire, question 36, 37 and 39 
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surrounding business environment (77%). Surprisingly, 3% of them have suggested 
establishing the red light district on outlying islands, so as to reduce the disturbances 
to the general public to the least extent. Upon establishment, the most essential factor 
that the government should concern, according to the opinion survey, is to minimize 
the nuisances to nearby residents (58%), and then is whether or not the nature of the 
selected district is suitable for a red light district (44%) together with how to assure 
proper management and control is enacted there (40%). Pertaining to costs required to 
establish the district, the operators (100%), customers (83%) and sex workers (62%) 
are the apparent targets, with only less than 2% admit the effort required by the 
public40.  
 
9.3 Attitudes of Government and Police Force 
Evidently, public opinions are inclined to the establishment of a red light district 
in Hong Kong, in hope that it can lessen the nuisances to the public and help to 
promote tourism, thus generate revenue as other foreign countries do. Yet, simply 
public opinion is not enough, the final decision power rested with the government. 
What is the attitude of government towards this issue then?  
 
                                                 
40 Refer to Appendix 2 for more detailed result of the questionnaire, question 38, 40 and 41 
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In a meeting with the legislative councilors in 2000, the representative from the 
Security Bureau reinstated the need for attacking illegal sex-trade. Concerning the 
proposal of regulating sex-oriented industry through licensing system and establishing 
a red light district in Hong Kong, the representatives admitted quite a lot of 
resistances are initiated by the public. He further elaborated that as Hong Kong is a 
densely populated city, the government need to spend more time on scrutinizing the 
feasibility of establishing a red light district or similar suggestions. Therefore, it is not 
the appropriate time to discuss and advance on this issue as the concept of red light 
district is still in the infant stage in Hong Kong41.  
 
A more recent report from the police in 2004 mentioned that at the same time of 
conducting large scale attack on illegal sex-oriented businesses, the police was 
investigating the likelihood of establishing a red light district in Hong Kong. They 
have been studied the situations in countries which has well-developed red light 
districts such as the Netherlands and Singapore. Focus has been put on modes of 
regulation, advantages and disadvantages upon establishment. At the mean time, the 
police force remains neutral on this issue, but admits the need for in-depth discussion 
in the society involving people from various strata, so that the government can take 
                                                 
41 Refer to Appendix 10 for the full version of the newspaper cutting  
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care of the needs of all the interest groups. Concerns on health services along with 




In sum, government’s attitude on red light district is still vague without strong 
incentive on acting the notion. This is understandable as it is such an important 
decision that is influential on many people’s live. Besides, even after the 
establishment of red light district, problems related to sex-oriented industry still exists 
and affects the city, as shown by the situation in the Netherlands. Location choice is 
another major contemplation. What are the main determinants of the location choice 
and from what aspects these determinants are deduced? If locating the area in the 
focal district of sex-oriented industry, say Mongkok, the government has to visualize a 
comprehensive plan on relocating residents to other districts, yet this requires 
enormous resources and effort which may trade off the benefits of establishing the red 
light district. On the other hand, choosing an area in the outlying island or newly 
developed towns can solve the problem of large scale relocation. Nevertheless, the 
distance and time of traveling to these locations may attenuate the incentive of the 
                                                 
42 Refer to Appendix 10 for the full version of the newspaper cutting 
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operators and customers to move and visit. Eventually, in order to response to the 
demand of the public, the operators will once again set up their establishments outside 
the red light district and the problems remain. Therefore, it is very critical to find an 
appropriate location before any further discussions on this issue.  
 
In fact, to set up a red light district may be beneficial to Hong Kong. Tourism, as 
the major income source of Hong Kong, is consistently being boosted recently. 500 
million was reserved for promoting the industry in the most recent financial budget. 
Red light district may become another selling point to tourists, which is similar to 
Kabukicho in Japan. Furthermore, when considering most of the tourists in Hong 
Kong are coming from the mainland China, and a large portion of them are interested 
in visiting sex-related establishments and activities, a red light district in Hong Kong 
will become very attractive to them. As there are many foreign sex workers in Hong 
Kong, performances like exotic dancing or even striptease on foreign style may be 
included so that interested mainland tourists do not need to travel to other countries. 
In this way, Hong Kong’s competitiveness can be enhanced and most important of all, 
capturing more tourists from other countries famous with sex tourism. However, some 
may argue this will negatively affect Hong Kong’s image, thus the government should 
carefully balance the costs and the benefits before acting on it. That is also why a long 
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consideration and consultation period is required before decisions are made. At this 
moment, Hong Kong has still a very long way to go before attaining the final decision 
on whether or not to establish a red light district here. 
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Chapter 10 Conclusion 
 
 Retail location is an area of research, gives the critical significance to retailers 
for success. This is no exception for sex-oriented industry, by opting an appropriate 
location, the operators can achieve the objective of maximizing the profit by 
minimizing the expenditure. Obviously, economic considerations are being put in the 
highest of the priority, yet many other factors that the operators should be taken into 
account when choosing the site for setting up their establishment.  
 
 As the operation of sex-oriented industry affects the lives of citizens as a whole, 
concerns have been raised on how to reduce the negative impact induced by these 
businesses. Government intervention is asked for, however some undesirable 
side-effects has been coupled with, which is social costs. Eventually, citizens have 
resorted to the establishment of red light district which can bring about considerable 
benefits to the city, nevertheless, until this moment, the government still has no strong 
intention to ratify this notion.  
 
 To bring this research to an end, this chapter will first give a brief summary of 
findings in this research, followed by some implications and recommendations, 
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limitations of the study and areas for further research are arranged at the end of the 
chapter. 
 
7.1 Summary of findings 
This dissertation studies the scientific explanations for the spatial behavior of 
sex-oriented industry in Hong Kong on both macro (city-wide) and micro 
(district-wide) perspectives. Three main categories of determinants are identified, 
including economic, legal and social. Each of them has different degree of influence 
on the location pattern of the industry, while economic ones revealed the greatest 
impact. 230 personal opinion surveys are conducted about public impression in this 
area and their opinions about possible solutions to the impacts induced by the 
operation of the industry. 
 
 According to the analysis based on the three location theories, namely Central 
Place Theory, Land Value Theory and the Principles of Minimum Differentiation, 
several factors are identified that have great influences on the spatial pattern of the 
industry. Accessibility, traveling time, distance and cost, population density as well as 
distance from city center are derived from the Central Place Theory; while the balance 
between accessibility and rent is the emphasis of the Land Value Theory. Concerning 
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the Principles of Minimum Differentiation, the focus is put on the similarity of 
business type, the potential reactions among rivals, uncertainty, risk reducing 
intention, information search together with the anticipated demand. In sum of all, the 
rationale behind is minimum expenses in return for the maximum profit. 
 
 Apart from economic factors, there are still some other black hands behind that 
affect the location choice and degree of agglomeration. These are categorized into 
legal and social perspectives. Government intervention, planning regulation through 
statutory such as OZP and non-statutory control like government lease and DMC 
along with police interferences are the major channel of legal discharge; population 
distribution, public pressure, triad influences, visiting frequency and personal 
preferences are concluded as social factors. By justifying between the costs and 
benefits upon the special nature of their businesses, the operators thus opt for their 
most suitable location in the city. 
 
 Some side issues are also highlighted in this research, including social costs arise 
from government intervention and the feasibility of setting up a red light district in 
Hong Kong, which can be referred to in Chapter 8 and 9. 
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7.2 Implications and recommendations 
Perhaps it is surprising that the location pattern of sex-oriented industry is being 
discussed in-depth here, as most of the public has a strong perception that majority of 
vice establishments are concentrated in some districts just because they are 
traditionally there. People tried to evade from talking about this topic as they think the 
existence of the industry is inherently immoral and granted social stigma on people 
related to the industry. The same perception has rooted in the government personnel, 
conceivably Hong Kong is strongly influenced by traditional Chinese ideas. In the 
past, the government has already devoted extensive effort and resources in hope to 
enforce better management and control on these sex-oriented businesses. However, 
the effectiveness of these actions is limited, mostly because the government does not 
envisage the situation, the unwillingness to treat sex-trade businesses as an occupation 
is the origin of the problem. Consequently, this lack of envisaging lead to series of 
questions, operators of these sex-oriented businesses can manipulate the loopholes in 
the legislation, which in turns make the problems even more complicated and more 
difficult to control.  
 
What have been learned here is the government can better tackle the problem 
incurred by accepting the occupational eligibility of the sex-oriented industry. It is 
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more inclined to tolerance than prohibition, as it is impossible to completely prohibit 
the existence of sex-trade business and there are many problems involved in 
exercising prohibition, for example, a lot of money is usually spent with little success 
and it is useless to divert resources away from control and prosecution of violent 
crime to victimless crimes. Besides, it is important to modify the deep-rooted concept 
that not to treat the commercialization of sex as an intrinsically abusive transaction. In 
additional, preference should be on total decriminalization to legalization, as 
legalization implies state regulation of the trade which will violate the principle of 
free trade and government non-intervention policy on the market; while 
decriminalization entails only the removal of criminal penalties for sexual commerce.  
 
Another recommendation is to set up a red light district and includes it as an 
essential part of town planning. By this way, a win-win situation can be achieved: 
government can ensure a better control and the operators can continue with their 
business legally. The government can allow some guidelines to the enforcement 
department, so that it can have a more comprehensive concept on how to control 
different types of sex-oriented businesses and commercial exploitation on the sex 
workers. The details of enforcement can be flexibly decided by the department 
according to specific situation without alterations to the principles of the guidelines. 
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However, these responsible departments can not completely prohibit sex-trade 
activities within the red light district, they must set up various conditions so that 
sex-trade businesses can be properly operated in this domain. Only those can fully 
satisfy these conditions can obtain license, start and continue with their business.  
Random inspections will be carried out by responsible departments, those who failed 
to comply with the guidelines will be forced to close down. Besides, health services of 
charity nature would be provided to all the sex workers, in hope to prevent the 
transmission of sexual diseases. Through appropriate planning control, customers can 
get their needs, operators can earn their livings legally and nuisances to other citizens 
can be minimized.  
 
7.3 Limitations of the study 
First of all, lack of comprehensive records of sex-oriented businesses is the flaw. 
This is simply because most of these businesses are illegal, thus they will not register 
to any department for operation. Data from the police force or licensing department is 
limited, even searching on the Internet or mass media is not adequate. Many of the 
vice establishments are visited by known customers only and do not advertise 
themselves in fear of police prosecution. Therefore, current location patterns and 
figures may not absolutely exact, as some of them are missed. Instead, if possible, a 
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detailed site survey and site inspection should be done to make the location 
distribution more precise, but this is subjected to many constraints like the 
unwillingness to reveal their identities of the sex workers and some potential risks 
may be encountered during the visits.  
 
Furthermore, more in-depth interviews can be conducted to different interested 
group to reveal their impacts on the spatial behavior of this industry. As mentioned 
above, sex-oriented industry affect the daily life of majority of the citizens, thus not 
only limited to residents living near to vice establishments, members from the police 
force, district council members, feminist groups, operators of sex-oriented business, 
sex workers and even triad members should all be interviewed, so that a more holistic 
picture can be generated. 
 
7.4 Areas for further research 
Core determinants considered when locating the vice establishments are 
identified in this research. Nonetheless, it is only the beginning. Study on what types 
of data collected for vice establishments location decision-making serve as an 
extension of this paper. Apart from that, techniques of location analysis used in the 
sex-oriented industry are another area for further interest. Taking human factors into 
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account can enhance the explanatory power of the location decision. Thoughts like the 
behavior approach can better facilitate this work and provide a more thorough 
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Appendix 1 Questionnaire 
 
Department of Real Estate and Construction 
The University of Hong Kong 
 
The following questionnaire would intend to collect information for a final year 
dissertation project. The information collected would be kept confidential and be 
deposed properly after the project. Thank you. 
 
Part A Personal Information 
????? ??? ???? ? ? ??? ???? ? ? ??? ???? ? ? ??? ???? ? ?
? ??? ???? ? ? ??? ???? ? ? ??? ???? ? ? ???????????? ?
 
Gender:  Male / Female 
 
District Living in:  _______________________________ 
 
Part B General information on the location of sex-oriented industry 
1. Where do you think sex-oriented business (SOB) usually locate? (can choose 
more than one options) 
Hong Kong Central and Western district  Eastern district  
 Southern district  Wan Chai district  
Kowloon Kowloon City district  Kwun Tong district  
 Sham Shui Po district  Wong Tai Sin district  
 Yau Tsim Mong district    
N. T. Islands district  Kwai Tsing district  
 North district  Sai Kung district  
 Sha Tin district  Tai Po district  
 Tsuen Wan district  Tuen Mun district  
 Yuen Long district    
 
2. Do you think SOB usually sparsely distributed or agglomerated in one district?  
Sparsely distributed              Agglomerated    
 
3. a) Where / Which district would you first think of if you have to find a 
nightclub? 




b) Where / Which district would you first think of if you have to find a sauna 
room/ massage parlour? 
                                                                
 




d) Where / Which district would you first think of if you have to find an OWB? 
______________________________________________________________ 
 
4. If you plan to set up a SOB, where would you locate it? 
______________________________________________________________ 
 
5. Why would you set up in that district? (can choose more than one options) 
Traditionally they were there  District is perceived as RLD  
Convenient to access  Government intervention is relatively less  
Rent in that district is lower  Near residential area  
Triad influence  No special reasons  
 
Part C Demand and factors affecting the location of sex-oriented industry 
6. Do you think there are demand for SOB in Hong Kong ?  
Strong demand  General demand  Neutral   
Weak demand  No demand  No comment  
 
7. Which type do you think have the strongest demand? 
Nightclub  Sauna rooms / MP  Vice-villa  
OWB  Others, please specify:                      
 
8. Do you think advertisement is effective in promoting SOB in Hong Kong? 
Strong effect  Effective  Neutral   
Minimal  No effect  No comment  
 
9. Do you agree government should prohibit advertisement on SOB in HK ? 
Strongly agree  Agree  Neutral   
Disagree  Strongly disagree  No comment  
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10. Do you agree agglomeration of SOB can minimize their advertisement cost? 
Strongly agree  Agree  Neutral   
Disagree  Strongly disagree  No comment  
 
11. Do you think that the location of SOB in Hong Kong is solely determined/ 
affected by economic factors? 
Yes               No     (Please refer to Q.12) 
 
12. What other factors/ aspects do you think will affect the location of SOB in HK? 
______________________________________________________________ 
 
13. Do you think that for a good/ service that you have to purchase frequently should 
set up a lot of branches all around? 
Yes               No     
 
14. Do you think that for a good/ service that you would seldom purchase should set 
up shops near to those selling similar product so that you can have more choice? 
Yes               No     
 
Part D Black Hands behind? 
15. Are there any SOB near where you live? 
Yes    (Please specify:                     )    No    (Please refer to Q.18) 
 
16. Have you have to pass thru them before getting to your home? 
Yes             No    (Please refer to Q.18) 
 
17. How many do you have to pass thru? 
1 – 2   3 – 5   6 – 8   More than 8   
 
18. Do you think police intervention will limit/ constrain the activity area of SOB? 
Yes               No     
 
19. Do you mind living near to any vice establishments? 
Yes               No     
 
20. Do you think SOB establishments are disturbances to the residents nearby? 
Yes               No     
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21. Assume that there is no vice establishment in the surrounding of your home, now 
there is an operator proposes to set up one, would you oppose? 
Yes               No     
 
22. Would you move away then? 
Yes               No     
 
23. Do you think triad involvement will affect the location of SOB? 
Yes           No    (Please refer to Q. 25) 
 
24. How will they affect? 
______________________________________________________________ 
 
Part E Social cost and Red Light District 
25. Do you think government should intervene in the operation of SOB? 
Yes               No     
 
26. Do you think government intervention in SOB in HK is adequate and enough? 
Yes               No     
 
27. In terms of intervention, what do you think the government should put most of 
its effort and resources in? (can choose more than one options) 
Regulation  Attack  Inspection   
Health service & assist  Public education  Set up RLD  
Licensing mechanism  Others, please specify:                      
 
28. Do you think the government should regulate SOB? 
Yes               No     
 
29. Do you think that government intervention would spend a lot of public money? 
Yes               No     
 
30. Are you willing to pay more in return for government intervention on SOB? 
Yes               No     
 
31. If government decided to intervene (more) on SOB, but it requires a lot of money, 
who do you think should pay this sum? (can choose more than one options) 
SOB workers  Boss of SOB  Customers of SOB  
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All the public as tax  Others, please specify:                      
 
32. What are the effects do you think will exist after government intervention? 
______________________________________________________________ 
 
33. Do you think government intervention is good to Hong Kong as a whole? 
Positive effect            Negative effect     
 
34. Do you think government interventions will incur strong opposition? 
Yes            No    (Please refer to Q.36) 
 
35. Who do you think will protest/ oppose the strongest/ strongly? 
______________________________________________________________ 
 
36. Do you support setting up a Red Light District in Hong Kong? 
Strongly support  Support  Neutral   





38. If now propose to set up a RLD in HK, where would be the best location? Why? 
______________________________________________________________ 
 
39. What are the impacts of setting up a RLD in HK? 
Positive effect            Negative effect     
Please specify: _________________________________________________ 
 
40. What factors should take into account when deciding the location of RLD? 
______________________________________________________________ 
 
41. Who should bear the cost for setting up RLD? (can choose more than 1 options) 
SOB workers  Boss of SOB  Customers of SOB  
All the public as tax  Others, please specify:                      
 
 
~ Thank you ~ 
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Department of Real Estate and Construction 
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Appendix 2 Questionnaire result 
 
Part A Personal Information 
 
Age & Gender 
 Male Female 
Age Group Frequency Percentage (%) Frequency Percentage (%)
21 – 30  49 21.3% 43 18.7% 
31 – 40 36 15.7% 48 20.8% 
41 – 50  22 9.6% 26 11.3% 
51 or above  3 1.3% 3 1.3% 
Total 110 47.9% 120 52.1% 
 
District living in 
District Frequency Percentage District Frequency Percentage 
Sai Kung 34 14.5% Kowloon City 15 6.5% 
East 30 13% North 11 5% 
Tsuen Wan 27 11.5% Central & West 10 4.5% 
Kwun Tong 23 10% Wan Chai 9 4% 
Kwai Tsing 22 9.5% Yuen Long 8 4% 
Shatin 19 8% Tuen Mun 4 2% 
Wong Tai Sin 18 7.5%  
 Total 230 100% 
 
Part B General information on the location of sex-oriented industry 
 
1. General perception of location of sex-oriented business 
Hong Kong Frequency Percentage Kowloon Frequency Percentage 
Wan Chai  182 79% Yau Tsim Mong 226 98% 
Eastern 62 27% Sham Shui Po 202 90% 
Central & West 12 5% Kwun Tong 86 37% 
South  0 0% Kowloon City 68 30% 
 Wong Tai Sin 6 2% 
NewTerritories    
Yuen Long 125 54% Tuen Mun 19 8% 
Tsuen Wan 71 30% Tai Po 7 3% 
North District 27 12% 
  Multiple answers, responses in descending order 
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3. Focal district for specific sex-oriented business 
Nightclubs 
District Frequency Valid Percentage (%)
Tsim Sha Tsui 193 83.9% 
Wan Chai  35 15.2% 
Yau Ma Tei 1 0.45% 
No comment 1 0.45% 
 
UMP 
District Frequency Valid Percentage (%)
Mongkok 98 42.5% 
Yau Ma Tei 73 31.5% 
Jordan 57 25% 
Tsim Sha Tsui 1 0.45% 
No comment 1 0.45% 
 
Vice villa 
District Frequency Valid Percentage (%)
Mongkok  114 49.6% 
Sham Shui Po 104 45.2% 
Kowloon City and To Kwa Wan 9 3.9% 
No comment 3 1.3% 
 
District Frequency Valid Percentage (%)
Sham Shui Po 114 49.6% 
Kwun Tong 58 25.2% 
Mongkok 50 21.7% 
North Point 6 2.6% 
No comment 2 0.9% 
 175 
 
4. Best perceived location for setting up sex oriented businesses 
District Frequency Valid Percentage (%)
Tsim Sha Tsui 81 35.2% 
Mongkok  67 29.1% 
Sham Shui Po 25 10.9% 
Yau Ma Tei 24 10.4% 
Jordan 17 7.5% 
Wan Chai  7 3% 
Wong Tai Sin 2 0.9% 
No comment 7 3% 
 
5. Reasons for choosing the district 
Reason Frequency Valid Percentage (%)
Perceived that district as RLD 192 83.5% 
Traditionally sex-oriented businesses 
are setting up there 
159 69.1% 
Convenient to access 123 53.5% 
Lower rent in that district 85 37% 
Government’s intervention in that 
district is perceived to be lower 
28 12.2% 
Triad influence 11 4.8% 
Near residential buildings 9 3.9% 
No special reasons 16 7% 
  Multiple answers, responses in descending order 
 
Part C Demand and factors affecting the location of sex-oriented industry 
 
6. Demand for sex-oriented industry in Hong Kong 
 Strong General Neutral Weak No No comment 
Frequency 0 21 156 38 0 15 
Percentage 0% 9.1% 67.9% 16.5% 0% 6.5% 
 
7. Strongest demand among different types of sex-oriented businesses 
 Nightclub Sauna/ UMP Vice-villa OWB  Others 
Frequency 38 54 20 117 1 
Percentage 16.5% 23.5% 8.7% 50.9% 0.4% 
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8. Effectiveness of advertisement in promoting sex-oriented business 
 Strong General Neutral Weak No No comment 
Frequency 16 91 72 36 11 4 
Percentage 7% 39.6% 31.3% 15.7% 4.8% 1.6% 
 
9. Government’s prohibition of advertisement on sex oriented business on media 
 Strong General Neutral Weak No No comment 
Frequency 27 82 74 38 3 6 
Percentage 11.7% 35.7% 32.2% 16.5% 1.3% 2.6% 
 
10. Minimize the advertisement cost by agglomeration 
 Strong General Neutral Weak No No comment 
Frequency 42 64 86 20 12 6 
Percentage 18.3% 27.8% 37.4% 8.7% 5.2% 2.6% 
 






12. Other factors affecting the location choice (Generalized ones) 
Reason Frequency Valid Percentage (%)
Government intervention 138 60% 
Police intervention 126 54.8% 
Triad influence 103 44.8% 
Town planning  94 40.9% 
Public pressure 83 36.1% 
Visiting frequency 72 31.3% 
Population distribution 69 30% 


















15. Any sex-oriented business nearby your home 
 Frequency Percentage  Frequency Percentage 
Yes 230 100% No 0 0% 
16. Necessity to pass thru sex-oriented business before arriving home (Not valid) 
17. No. of sex-oriented business have to pass thru before arriving home (Not valid) 
































24. Mode of influence (Multiple answers, responses in descending order)  
Mode Frequency Percentage (%)
Clustered in area of their “control”  204 88.7% 
Cluster in area with high people flow  182 79.1% 
Agglomerate in area with better information channel 114 49.6% 
Cluster in area with fewer police inspection 112 48.7% 
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27. Best mode of government intervention 
Reason Frequency Valid Percentage (%)
Set up red light district 166 72.2% 
Licensing mechanism 131 57% 
Public education 118 51.3% 
Regulation 93 40.4% 
Inspection 88 38.3% 
Health service & assistance 65 28.2% 
Attack 62 27% 
Multiple answers, responses in descending order 
 



















31. Who should pay the cost for government intervention? 
 Frequency Valid Percentage (%)
Sex-oriented business operators 224 97.4% 
Customers 158 68.7% 
Sex-oriented business workers 122 53% 
General public as a tax 40 17.4% 
Tourism industry 2 0.87% 
Multiple answers, responses in descending order 
 
32. Effects of government intervention 
 Frequency Valid Percentage (%)
Reduce crime rate 103 44.8% 
More organized, better hygiene 74 32.2% 
Triad opposition and action  71 30.9% 
Promote tourism 67 29.1% 
Increase government expenditure 62 27% 
Social problem 27 11.7% 


















35. Who will oppose? 
 Frequency Valid Percentage (%)
Triad 211 91.7% 
Sex-oriented business operators 206 89.6% 
Sex-oriented business workers 156 67.8% 
Customer 8 3.5% 
No comment 2 0.87% 
Multiple answers, responses in descending order 
 
36. Opinion to the notion of setting up red light district 
 Strong General Neutral Weak No No comment 
Frequency 8 144 33 26 0 19 
Percentage 3.5% 62.6% 14.3% 11.3% 0% 8.3% 
 
37. Reason (Multiple answers, responses in descending order) 
 Frequency Valid Percentage (%)
Safer living environment 181 78.7% 
Promote tourism 165 71.7% 
More organize, better control 142 61.7% 
Serve citizens’ needs 16 7% 
No need 23 10% 
Waste money 20 8.7% 
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38. Best perceived location for red light district in Hong Kong with reasons 
 Frequency Valid Percentage (%)
Tsim Sha Tsui 96 41.7% 
Mongkok 82 35.7% 
Sham Shui Po 33 14.3% 
Outlying Islands 8 3.5% 
Wan Chai 3 1.3% 
No comment 8 3.5% 
 
Reasons Frequency Valid Percentage (%)
Convenience 199 86.5% 
They are traditionally located there 176 76.5% 
Reduce disturbances to others 82 35.7% 
No need 6 2.6% 
No comment 2 0.87% 
Multiple answers, responses in descending order 
 






Effects Frequency Valid Percentage (%)
Reduce disturbance 182 79.1% 
Promote tourism 166 72.2% 
More organized, better control 144 62.6% 
Negatively affect image 30 13.0% 
Fear of being manipulated  28 12.2% 
No comment 15 6.5% 
Multiple answers, responses in descending order 
 
40. Factors should take into consideration when set up red light district 
Reasons Frequency Valid Percentage (%)
Reduce disturbances to residents 134 58.2% 
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Nature of district suitable or not 102 44.3% 
How to manage and control  91 39.6% 
Necessity 63 27.4% 
Population distribution 46 20% 
Accessibility 44 19.1% 
Cost 38 16.5% 
Public opinion 26 11.3% 
Multiple answers, responses in descending order 
 
41. Who should bear the cost for setting up red light district? 
 Frequency Valid Percentage (%)
Sex-oriented business operators 230 100% 
Customers 192 83.5% 
Sex-oriented business workers 142 61.7% 
General public as a tax 3 1.3% 
Tourism industry 2 0.87% 
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Appendix 3 Distribution summary of sex-oriented businesses in districts 
 
 
District OWB UMP/ Sauna Vice Villa Nightclub Total 
Tsim Sha Tsui 119 28  9 (large scale) 
22 (small scale) 
178 
Jordan 87 22 15 46 170 
Mongkok 66 20 26 39 151 
Sham Shui Po 67 10 12  89 
Wan Chai 43 13  3 (large scale) 
26 (small scale) 
85 
North Point 57 7  1 65 
Tsuen Wan 59 5   64 
Yau Ma Tei 21 12 6 18 57 
Prince Edward 33  8 4 45 
Causeway Bay 33 8  1 42 
Kwun Tong 29 2   31 
Hung Hom 24 2   26 
Saiyingpun 24    24 
Yuen Long 17 2   19 
Kowloon City 16 2   18 
Sheung Wan 13 2  1 16 
Shau Kei Wan 14 1   15 
Sheung Shui 11 1   12 
Kwai Chung  11    11 
Tai Po 7    7 
      
Total presented 751 137 67 170 1125 
Expected rate 1000 150-200 100-150 200-250 1600 
Ratio ~75% ~78% ~53% ~76% ~70% 
 
Explanatory notes 
The police force and some other voluntary organizations has expected there are 
about 1600 vice establishments in Hong Kong: 1000 for OWB, 150-200 for the sum 
of UMP and sauna rooms, 100-150 for vice villas and 200-250 for different scales 
nightclubs (for which 100 in Tsim Sha Tsui and Yau Ma Tei, 40 in Mongkok and 50 in 
Wan Chai). The information gathered is about 70% of the expectance rate, the major 
discrepancy lies on the vice-villa, this is due to without a detail site visit, it is hard to 
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gather the information for this secretly operating business. The operators will be very 
careful not to leak any details related to their business except for known customers. 
This makes information gathering difficult. 
  
Concerning the data on OWB, at least 13 of which located in Cosmopolitan 
Center in Prince Edward, 14 of which located in Sun Hing Building in Mongkok and 
many of them are several sex workers shared one brothel by dividing the premise into 
many cubicles. Besides, the situation in Jordan and Tsim Sha Tsui is even more 
complicate, at least 11 of which located in Foremost building, 13 in New Lucky 
House, and 42 in National Court in Jordan, at most 6 of them on the same floor while 
in Tsim Sha Tsui, at least 19 of which located in Champagne Court, 25 in Fook Kiu 






On the topic of other vice establishments, 6 nightclubs together with 2 sauna 
rooms situated in Buckingham Building in Jordan, this building can be regarded as the 
focal point of sex-oriented businesses. 
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Appendix 4 Brief review for the nature of buildings found with  
sex-oriented businesses 
 
District Name of building Age  Total no. of units 
Yuen Long ?????????????????????????????? 26 28 storeys, 32 units 
 ?????????? ????????????????????????? 46 4 storeys, 4 units 
 ???????????????????????????????? 32 5 storeys, 20 units 
 ????????????????????????????????? 34 5 storeys, 40 units 
 ?   
Sheung Shui ?????????????????? 45 2 storeys, 2 units 
 ?????????????????? 32 2 storeys, 2 units 
 ??????????????????? 44 2 storeys, 2 units 
 ?   
Tsuen Wan ????????????????????????????????????? 38 5 storeys, 5 units 
 ??????????????????? 47 5 storeys, 10 units 
 ??????????????????????????????? 34 5 storeys, 70 units 
 ???? ????????????????? ?????????? 34 7 storeys, 42 units 
 ?????? ???????????????????????????????? 33 4 storeys, 11 units 
 ?   
Kwai Chung ???????????????????????????????? 31 12 storeys, 118 units 
 ????????????????????????????????? 37 7 storeys, 78 units 
 ???? ??????????????????????????????????? 32 5 storeys, 20 units 
 ?   
Sham Shui Po ????????????????????? 56 2 storeys, 2 units 
 ????????????????????? 47 5 storeys, 5 units 
 ???????? ??????????? 46 8 storeys, 11 units 
 ??????????????????????????????????? 21 11 storeys, 22 units 
 ??????????????????????????? ???????? 40 8 storeys, 24 units 
 ?   
Prince Edward ??????????????????????????????? 42 11 storeys, 44 units 
 ????????? ????????????????????????? 41 12 storeys, 36 units 
 ????????????????????????????????? 32 10 storeys, 329 units 
 ??????????????? 45 5 storeys, 5 units 
 ?   
Mongkok ??????????????????????????????? 39 16 storeys, 248 units 
 ???????????????? 47 4 storeys, 4 units 
 ?????????????????????????????? 46 6 storeys, 7 units 
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 ??????????????????? 42 11 storeys, 11 units 
 ??????????????????????? 42 7 storeys, 7 units 
 ?   
Yau Ma Tei ??????????????????? 43 8 storeys, 8 units 
 ???????? ???????????????????? 38 11 storeys, 11 units 
 ???????????????????????? 34 17 storeys, 334 units 
 ??????????????????????????????? 41 16 storeys, 67 units 
 ?   
Jordan ??????????????????????????? 42 13 storeys, 65 units 
 ????????????????????????????? 40 15 storeys, 229 units 
 ???????????????????????????? 46 15 storeys, 207 units 
 ????? ??????????????????????? 35 8 storeys, 16 units 
 ?   
Tsim Sha Tsui ??????????????????????????????? 42 9 storeys. 106 units 
 ????????? ????????????????????? 39 8 storeys, 32 units 
 ??????????????????? 49 6 storeys, 11 units 
 ????????? ???????????????????? 40  13 storeys, 62 units 
 ????????????? ??????????????????????? 44 8 storeys, 8 units 
 ?   
Kowloon City ?? ?????? ???????? 48 5 storeys, 5 units 
 ???????????????? 48 5 storeys, 6 units 
 ??????? ????????? 49 3 storeys, 3 units 
 ????? ????????????????????????????? 28 5 storeys, 15 units 
 ?   
Kwun Tong ???? ????????????????? ?????????? 44 5 storeys, 60 units 
 ????????????????? ??? ?????????? 40 9 storeys, 72 units 
 ??????? ??????????????????????? 40 15 storeys, 184 units 
 ????????????????????????????????? 34 7 storeys, 42 units 
 ?   
Saiyingpun ????????????????? ???? 46 5 storeys, 5 units 
 ??????????????????? ???? 33 5 storeys, 5 units 
 ?????????????????? 39 5 storeys, 5 units 
 ????????? ???????? ?????????????? 34 5 storeys, 5 units 
 ?   
Wan Chai  ???????? ?????????????????????? 39 14 storeys, 103 units 
 ?????????????????????????????????????????? 27  
 ????????? ?????????????????????? 42 13 storeys, 71 units 
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 ????????? ??????????????????? 28 19 storeys, 73 units 
 ???????????????????????????????? 38 11 storeys, 22 units 
 ?   
North Point ?????????????????? 38 7 storeys, 28 units 
 ??????????????????????????????? 48 10 storeys, 67 units 
 ??????????????????????????? 47 13 storeys, 129 units 
 ?????????????????????????????????? 46 17 storeys, 260 units 
 ?   
Shau Kei Wan ?????????????????????????? ???????? 37 28 storeys, 326 units 
 
Explanatory notes 
 From the above figures, sex-oriented businesses, especially OWB are usually 
located in tenement house and old buildings, which were built in the 1960s and 1970s. 
Most of them are multi-unit residential buildings, while some are commercial 
buildings but being manipulated by the operators, like the Fuji Building on Lockhart 
Road. Another special feature is the units in some of the buildings have been divided 
into several small cubicles and rent out to sex workers, which create the phenomenon 
that only 22 units in the building but consisted of over 40 OWB, example of which 
are Hop Yee Building on Lockhart Road and James S. Lee Mansion on Carnarvon 
Road.  
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Appendix 5 Rent details of different districts 
 
District Location Rent / sq. feet 
Yuen Long Kam Sheung Road 15 
 38, Ma Tin Road 10 
 1, Town Park Road South 10 
 10 Sai Ching Street 8 
 45, Kin Tak Street 7 
 162-168, Castle Peak Road 7 
 68 Kau Yuk Road 4.5 
   
Tsuen Wan Discovery Park 18 
 68, Heung Wo Street 13.4 
 127, Sha Tsui Road 11.5 
 59, Ho Pui Street 10.4 
 43, Chuen Lung Street 9.6 
 32, Chung On Street 9.3 
   
Sheung Shui San Hong Street 12.6 
 San Fung Aveune 9.5 
 Sun Shing Avenue 7.4 
 Sun Cheung Street 6.8 
   
Hung Hom Hyatt Park 17 
 Gillies Mansion, Baker Street 16.7 
 Whampoa Garden 14.9 
 3, Wing Kwong Street 12.5 
 1, Tsun Fat Street 10.9 
 66, Mei Kwong Street 9.9 
 8 Ma Tau Wai Road 9.6 
   
Mongkok 185 Sai Yee Street 19.6 
 647-651 Shanghai Street 18.3 
 8, Waterloo Road 16.4 
 Wylie Road  15.5 
 289 Portland Street 15.4 
 238, Reclamation Street 15 
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 Mei Shing Building, Nullah Road 14.5 
 607 Nathan Road 13.1 
 83, Argyle Stree 10.4 
 Tung Choi Street 7.6 
   
Jordan 2L Saigon Street 20.2 
 4-16 Tak Shing Street 17.8 
 35G, Jordan Road 13.7 
 240-252 Nathan Road 11.6 
 52-58, Reclamation Street 11.3 
 1N, Nanking Street 8.9 
 30A Jordan Road 8.4 
   
Tsim Sha Tsui Chatham Road 26.6 
 Humphreys Avenue 24.6 
 Kimberly Road 24 
 Tsim Sha Tsui Mansion, Rock Road 22.8 
 Austin Road 22.5 
   
Sham Shui Po 132 Un Chau Street 14 
 54, Pei Ho Street 13.3 
 Wong Chuk Street 12 
 330, Lai Chi Kok Road 11.5 
 52, Fuk Wah Street 10.4 
 44, Kweilin Street 9.8 
 279 Castle Peak Road  7.1 
   
Kwun Tong Teleford Garden 22.5 
 Hang On Street 20.6 
 Sceneway Garden 16.2 
 Fu Yan Street 13.3 
 14-24 Yue Man Square 12.4 
 23 Hong Ning Road 10.8 
   
Saiyingpun Porkfulam Road 20 
 370 Des Voeux Road West 17.3 
 Tone Hing Building, Des Voeux Road West 15.6 
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 16 Hill Road 15 
 406 Des Voeux Road West 14.3 
 163 Queen’s Road West 9.8 
   
North Point Ma Po Road  23.3 
 King’s Road 20 
 Fu Lee Loy Mansion, King Wah Road 17.5 
 86 Electric Road 12.6 
 11 King’s Road 11 
 Wing Hing Road 10.5 
   
Wan Chai 9 Star Street 29 
 Johnston Road 24 
 2 O’brien Road 18 
 388-390 Jaffe Road 12 
 254-260 Lockhart Road 12 
 117-123 Hennessy Road 11 
 
   Indicates building consists of sex-oriented businesses 
 
Explanatory notes 
 The above figures revealed that most of the sex-oriented businesses are located 
in buildings with lower rents while most of these buildings are on the back streets or 
2nd order of the district’s retail hierarchy. The rents in these buildings are generally 2 
times or even 3 times cheaper than those in the main street and district center.  
?
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Appendix 6 Summary of distribution of income and age group in Hong Kong 
?










Long Sai Kung Southern 
Central & 
Western
?  ?  ?  ??   ?  
Demographic characteristics    ?   
Population   167 146  616 199  282 020  353 550  275 527  449 070  327 689  290 240  261 884
Proportion of population (%) Under 15   12.4   15.1   14.7   14.9   16.9   20.7   19.0   16.0   14.3
?  15-24   12.4   12.8   13.4   12.6   14.6   14.5   15.7   13.4   12.5
?  25-34   17.5   16.5   15.3   14.2   16.4   15.8   17.2   16.9   18.1
?  35-44   22.5   20.5   21.2   20.4   21.2   20.9   20.5   20.8   21.9
?  45-54   15.2   15.6   15.4   15.3   14.4   14.5   13.5   14.0   15.2
?  55-64   7.1   7.4   7.1   6.9   6.8   6.4   6.3   7.2   7.0
?  65 and over  39  38  38  39  36  33  34  36  37
Median age      
?  ?  ? ? ?  
Labour force characteristics   ?  
Labour force   96 498  327 925  147 391  170 940  147 046  219 444  172 962  151 475  149 587
Labour force participation rate (%)   65.9   62.7   61.2   56.8   64.2   61.6   65.2   62.1   66.7
Median monthly income from main 
employment of working population (HK$) 
13,000 12,000 10,000 10,000 11,000 10,000 11,000 12,500 13,000
?  ?  ? ? ?  
Household characteristics    
Number of domestic household   58 379  187 222  100 100  115 305  84 646  137 211  95 937  82 331  89 545
Average domestic household size   2.7   3.2   2.7   2.9   3.1   3.2   3.3   3.3   2.8
Median monthly domestic household income 
(HK$) 
26,000 23,705 14,705 14,000 21,000 16,000 21,000 23,200 25,350
?  ?  ?  ?  ?  ?  ?  ?   ?  ?  
Housing characteristics       ?   ?  
Number of occupied quarters   55 091  183 628  88 496  107 723  81 803  136 705  96 506  82 886  87 282
Average number of domestic households per 
unit of quarters 
  1.05   1.02   1.11   1.06   1.03   1.01 
  1.01
  1.01   1.03
Median monthly domestic household rent 
(HK$) 
7,500 2,000 3,000 1,491 1,700 1,238 
1,607
1,433 6,200
Median rent to income ratio (%)    28.4   17.1   26.7   16.2   16.0   12.4   12.5   11.4   25.7





Appendix 6a Distribution of income and age group in different districts 
 















?  ?  ?  ?  ? ?  ?  
Demographic characteristics      
Population  6 708 389  261 884  167 146  616 199  290 240  282 020  353 550  381 352  444 630
Proportion of population (%) Under 15   16.5   14.3   12.4   15.1   16.0   14.7   14.9   15.2   15.7
 15-24   13.7   12.5   12.4   12.8   13.4   13.4   12.6   13.4   12.3
 25-34   16.5   18.1   17.5   16.5   16.9   15.3   14.2   15.6   14.2
 35-44   20.3   21.9   22.5   20.5   20.8   21.2   20.4   20.5   20.2
 45-54   14.3   15.2   15.2   15.6   14.0   15.4   15.3   15.1   14.9
 55-64   7.5   7.0   7.1   7.4   7.2   7.1   6.9   6.9   7.0
 65 and over   11.1   10.9   12.9   12.1   11.7   13.0   15.7   13.2   15.7
Median age   36  37  39  38  36  38  39  38  37
?  ?  ? ?
Labour force characteristics   
Labour force  3 437 992  149 587  96 498  327 925  151 475  147 391  170 940  194 757  213 484
Labour force participation rate (%)   61.4   66.7   65.9   62.7   62.1   61.2   56.8   60.2   57.0
Median monthly income from main 
employment of working population (HK$) 
10,000 13,000 13,000 12,000 12,500 10,000 10,000 10,500 10,000
?  ?  ? ?
Household characteristics   
Number of domestic households  2 053 412  89 545  58 379  187 222  82 331  100 100  115 305  117 494  131 392
Average domestic household size   3.1   2.8   2.7   3.2   3.3   2.7   2.9   3.1   3.3
Median monthly domestic household income 
(HK$) 
18,705 25,350 26,000 23,705 23,200 14,705 14,000 19,800 16,100
?  ?  ?  ?  ?  ?  ?  ?  ?  ?  ?  
Housing characteristics          
Number of occupied quarters  2 015 235  87 282  55 091  183 628  82 886  88 496  107 723  112 047  130 598
Average number of domestic households per 
unit of quarters 
  1.02   1.03   1.05   1.02   1.01   1.11   1.06   1.04   1.01
Median monthly domestic household rent 
(HK$) 
1,500 6,200 7,500 2,000 1,433 3,000 1,491 2,180 1,507
Median rent to income ratio (%)    13.9   25.7   28.4   17.1   11.4   26.7   16.2   19.8   12.5














Long North Tai Po  Sha Tin Sai Kung Islands
?  ?  ?  ?  ?  ?      
Demographic characteristics      ?  ?  ?  
Population   562 427  477 092  275 527  488 831  449 070  298 657  310 879  628 634  327 689  86 667
Proportion of population (%) Under 15   14.8   15.4   16.9   18.9   20.7   20.5   19.2   16.4   19.0   16.5
 15-24   12.4   14.4   14.6   15.6   14.5   14.1   14.6   15.2   15.7   14.4
 25-34   15.1   16.2   16.4   17.0   15.8   15.8   16.0   16.7   17.2   16.0
 35-44   20.5   21.3   21.2   21.1   20.9   20.4   21.0   21.4   20.5   20.6
 45-54   15.7   14.0   14.4   14.1   14.5   13.7   14.3   14.5   13.5   15.5
 55-64   7.0   7.1   6.8   6.4   6.4   6.6   6.7   6.9   6.3   7.5
 65 and 
over 
  14.5   11.6   9.8   6.9   8.4   8.9   8.2   9.0   7.5   9.5
Median age   38  36  36  34  33  34  35  35  34  34
?  ?  ? ? ?  ?  ?  ?  
Labour force characteristics    ?  ?  ?  
Labour force   277 754  243 796  147 046  248 923  219 444  142 801  154 897  328 387  172 962  45 274
Labour force participation rate (%)   58.0   60.4   64.2   62.8   61.6   60.2   61.7   62.5   65.2   62.5
Median monthly income from main 
employment of working population (HK$) 
10,000 10,000 11,000 10,000 10,000 10,000 10,000 11,000 11,000 11,200
?  ?  ? ? ?  ?  ?  ?  
Household characteristics       
Number of domestic households  175 380  139 124  84 646  146 237  137 211  89 053  89 665  183 301  95 937  29 568
Average domestic household size   3.1   3.3   3.1   3.2   3.2   3.2   3.3   3.3   3.3   2.7
Median monthly domestic household 
income (HK$) 
15,750 16,705 21,000 17,000 16,000 17,205 18,500 20,925 21,000 20,000
?  ?  ?  ?  ?  ?  ?  ?      
Housing characteristics        ?  ?  ?  
Number of occupied quarters   173 585  137 553  81 803  146 666  136 705  88 467  89 544  185 241  96 506  29 636
Average number of domestic households 
per unit of quarters 
  1.01   1.01   1.03   1.00   1.01   1.01   1.01   1.00   1.01   1.00
Median monthly domestic household rent 
(HK$) 
1,328 1,420 1,700 1,075 1,238 1,300 1,299 1,479 1,607 3,600
Median rent to income ratio (%)   12.0   11.0   16.0   9.5   12.4   12.6   12.1   11.8   12.5   18.5
? ? ? ? ?  ?  ?  ?  
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Appendix 7 Income details of OWB 
 
 Zi Teng and associates obtained 617 addresses of female sex workers currently 
working in “one-woman brothels”. An opinion survey was carried out on the above 
sex workers from December 2000 to March 2001. They successfully interviewed 150 
sex workers, for a response rate of 24.3% (n=617) 
 
 The following is extracted from the survey result which reveals the monthly 
income and expenditure of workers in OWB. (Kong and Zi Teng, 2003) 
 
Monthly income 
 Frequency Valid percentage (%) Cumulative percentage (%) 
Less than $5000 11 10.1 10.1 
$5001 - $10000 43 39.4 49.5 
$10001 - $20000 36 33.0 82.5 
More than $20001 19 17.5 100.0 
Missing cases 41   
Total 150   
    
Mean $14466.24 Median $11000.00 
 
General Expense 
 Frequency Valid percentage (%) Cumulative percentage (%) 
Less than $5000 22 18.6 18.6 
$5001 - $10000 58 49.2 67.8 
$10001 - $20000 34 28.8 96.6 
More than $20001 4 3.4 100.0 
Missing cases 32   
Total 150   
    
Mean $9831.36 Median $9000.00 
 
Their monthly income clustered at around $5001-$10000 (39.4%, n=109) and 
$10001-$20000 (33.0%, n=109), while their general expenses (e.g., rent, water and 
electricity, condoms) clustered at around $5001-$10000 (49.2%, n=118) and 
$10001-$20000 (28.8%, n=109). Their average net income was around $4500 
($14,466 - $9,831 = $4,635) 
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Appendix 8 Details of related ordinances 
 
Chapter:? 7? Title:? LANDLORD AND TENANT (CONSOLIDATION) 
ORDINANCE?
Section:? 33? Heading: Order for ejectment of tenant?
 
(1) The Tribunal on the application of a landlord may make an order for the recovery 
of possession from or the ejectment of- 
(b) a tenant who has been convicted of an offence against this Part or of using or 
suffering or permitting to be used the premises or any part thereof for an immoral 
or illegal purpose; 
(h) a tenant who has been guilty of conduct, or has suffered any person residing or 
lodging with him to be guilty of conduct, which is a nuisance or annoyance to the 
landlord or to other tenants or the occupiers of adjacent premises, or has 
persistently failed to keep his premises in a reasonably sanitary condition by 
reason of which failure the landlord has been required to comply with a notice 
served upon him under section 127 of the Public Health and Municipal Services 
Ordinance (Cap 132) 
 
Chapter:? 109B? Title:? DUTIABLE COMMODITIES (LIQUOR) 
REGULATIONS?
Regulation:? 15? Heading:? Applications for liquor licences?
?
(2) The applicant shall furnish to the Board- ?
(a) the particulars specified in the application form, and such other particulars as 
the Board may require; ?
(b) such references to character as are required in the application form; and ?
(c) such particulars as the Board may require of any person other than the 
applicant who may have charge of the premises to be licensed. ?
 
Chapter:? 109B? Title:? DUTIABLE COMMODITIES (LIQUOR) 
REGULATIONS?
Regulation:? 17? Heading:? Decisions of Board and appeals to Municipal 
Services Appeals Board?
?
(2) The Board shall not grant a liquor licence unless it is satisfied-? ?
(b) that the premises to which the application relates are suitable for selling or 
supplying intoxicating liquor, having regard to-? ?
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(i) the location and structure of the premises; and?
(ii) the fire safety and hygienic conditions in the premises;?
(c) that in all the circumstances the grant of the licence is not contrary to the 
public interest.?
 
Chapter:? 109B? Title:? DUTIABLE COMMODITIES (LIQUOR) 
REGULATIONS?
Regulation:? 25A? Heading:? Premises to be licensed for the sale of liquor?
?
The sale of liquor is prohibited except on the authority of a liquor licence or a 
temporary liquor licence- ?
(a) at any premises for consumption on those premises; or ?
(b) at a place of public entertainment or a public occasion for consumption at the 
place or occasion. ?
 
Chapter:? 109B? Title:? DUTIABLE COMMODITIES (LIQUOR) 
REGULATIONS?
Regulation:? 31? Heading:? Police powers of access?
?
Any police officer may enter at any hour of the day or night every part of any 





Prohibition of trading, etc., without licence?
?
No person shall open or keep any place specified in the First Schedule (Dancing 
school, Hawker of tobacco, cigars or cigarettes, Public dance-hall), or conduct any 
trade, business or occupation specified in the First Schedule except under and in 
accordance with a licence issued under this Ordinance.? ?
 
Chapter:? 114? Title:? MISCELLANEOUS LICENCES ORDINANCE?
Section:? 5? Heading:? Grant of licences, revocation and appeals?
?
(1) The grant of any licence issued, or to be issued under this Ordinance and the grant 
of any renewal of any licence shall be in the absolute discretion of the officer 
authorized to issue such licence. ?
(2) Such officer may revoke a licence granted to any person on proof to his 
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satisfaction of an offence against this Ordinance or other misconduct by such person. ?
?
Chapter:? 114? Title:? MISCELLANEOUS LICENCES ORDINANCE?
Section:? 6? Heading:? Search warrants?
?
If it is made to appear to a magistrate by information upon oath that there is reason to 
believe that an offence against this Ordinance is being committed in any place, the 
magistrate may issue a warrant authorizing any police officer to enter and search such 
place and to arrest such persons as may be found therein.? ?
 
Chapter:? 114A Title:? MISCELLANEOUS LICENCES REGULATIONS
Regulation:? 67? Heading:? Sale or consumption of liquors?
?
No intoxicating liquors shall be sold or consumed in the premises, except under and in 
accordance with the terms of a valid licence in that behalf granted in respect of such 
premises. 
 
Chapter:? 114A Title:? MISCELLANEOUS LICENCES REGULATIONS
Regulation:? 68? Heading:? Good order in premises?
?
Every person licensed to keep a public dance hall shall maintain good order in the 
premises and shall not suffer or permit therein- ?
(a) any profanity or impropriety of language; ?
(b) any indecency of dress, dance or gesture; ?
(c) any offensive personalities or representations of living persons or anything 
calculated to produce riot or breach of the peace; ?
(d) any drunkenness or other disorderly conduct; ?
(e) any unlawful game; or ?
(f) any persons of notoriously bad character to assemble and meet together.?
 
Chapter:? 114A Title:? MISCELLANEOUS LICENCES REGULATIONS
Regulation:? 77? Heading:? Entry and inspection?
?
Every person holding a licence under this Part shall at all reasonable times permit any 
police officer not under the rank of inspector and any person authorized in writing by 
the licensing authority to enter and inspect the licensed premises and the entries in any 
records kept in connection therewith. 
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Chapter:? 114A Title:? MISCELLANEOUS LICENCES REGULATIONS
Regulation:? 78? Heading:? Conditions?
?
(1) Every person holding a licence to keep a public dance hall shall observe the 
following conditions, namely-? ?
(d) that where the public dance hall is situated on a floor, not being the lowest 
floor, of a building designed for domestic purposes, the licensee shall not permit 
to be present on the premises at any time when the premises are open to the 
public for the purpose of dancing a greater number of persons, including dancing 
partners and other persons employed by the licensee, than one person for every 
square metre of the area which is available on the premises to the public; (L.N. 
372 of 1984)?
and such special conditions as the licensing authority may in his discretion impose.?
?
Chapter:? 123F? Title:? BUILDING (PLANNING) REGULATIONS?
Regulation:? 49A? Heading:? Situation of a place of public entertainment?
?
A place of public entertainment shall not be situated in a building which is used for 
any purposes other than those of such place of public entertainment.? ?
 
Chapter:? 172? Title:? PLACES OF PUBLIC ENTERTAINMENT 
ORDINANCE?
Section:? 3B? Heading:? Secretary for Home Affairs may authorize 
public officer in respect of licensing matters?
?
The Secretary for Home Affairs may authorize in writing any public officer to issue or 
cancel any licence or exercise any other function relating to licensing matters (other 
than the regulation making power under section 7) under this Ordinance.? ?
 
Chapter:? 172? Title:? PLACES OF PUBLIC ENTERTAINMENT 
ORDINANCE?
Section:? 4? Heading:? Licences for places of public entertainment?
?
(1) No person shall keep or use any place of public entertainment without a licence 
granted under this Ordinance. ?
(2) Any person who contravenes subsection (1) shall be guilty of an offence and shall 
be liable on conviction to a fine at level 4 and imprisonment for 6 months, and to a 
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further fine of $2000 for every day during which the offence has continued. 
(Amended 72 of 1995 s. 4) ?
 
Chapter:? 172? Title:? PLACES OF PUBLIC ENTERTAINMENT 
ORDINANCE?
Section:? 7? Heading:? Power to make regulations for places of public 
entertainment?
?
(1) The Secretary for Home Affairs may by regulation provide for- ? ?
(a) the kinds of entertainment for which places of public entertainment may be 
licensed for the purposes of this Ordinance; (Replaced 72 of 1995 s. 5)?
(aa) a licensing authority by which such licences or any class or description of such 
licences may be granted; (Replaced 72 of 1995 s. 5) ?
(ab) the mode of application for such licences and the class or description of persons 
to whom such licences may be granted; (Added 72 of 1995 s. 5)?
(ac) the circumstances in which conditions specified in such licences may be 
cancelled, waived or varied or conditions substituted therefor or in which further such 
conditions may be added; (Added 72 of 1995 s. 5) ?
(b) the cancellation of any such licence; ?
(c) the location of a place of public entertainment generally or on or in any place, 
building, erection or structure and the circumstances, conditions and restrictions in or 
subject to which such location may be permitted; (Added 19 of 1980 s. 3) ?
(2) Any regulation made under this Ordinance may provide that a contravention 
thereof shall be an offence and may prescribe penalties for such offence not exceeding 
a fine at level 4 and imprisonment for 6 months. ?
 
Chapter:? 172? Title:? PLACES OF PUBLIC ENTERTAINMENT 
ORDINANCE?
Section:? 10? Heading:? Conditions (licences)?
?
(1) A licence for the purposes of this Ordinance shall be in such terms as the licensing 
authority by which it is granted determines and, subject to anything done pursuant to 
regulations made under section 7(1)(ac), such licence shall be subject to such 
conditions (if any) as are specified in the licence. ?
(2) Without affecting the generality of subsection (1), terms or conditions referred to 
in that subsection may- ?
(a) specify the period during which the licence is to remain in force; ?
(b) specify the hours (on any day) during, and only during, which the place to 
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which the licence relates may be used for public entertainment; ?
(c) specify by reference to days, weeks or months 1 or more periods during, and 
only during, which such place may be so used; ?
(d) require specified measures to be taken by the licensee or regulate or prohibit 
the doing by the licensee of specified acts, being measures or acts which relate to 
crowd control; ?
(f) specify the maximum number of persons which may be admitted as regards 
entertainments taking place in the place to which the licence relates and any such 
term or condition may specify such a maximum as regards entertainments in 
general or specify 2 or more such maxima as regards specified entertainments of 
different classes or descriptions. ?
 
Chapter:? 172? Title:? PLACES OF PUBLIC ENTERTAINMENT 
ORDINANCE?
Section:? 11? Heading:? Power to close places of public entertainment 
used in contravention of provisions of this 
Ordinance?
?
(1) Where a magistrate is satisfied, on application by the licensing authority or any 
public officer authorized by that authority in this behalf, that a place of public 
entertainment is kept or used without a licence granted under this Ordinance, or kept 
or used in contravention of any of the provisions of this Ordinance or any regulations 
made under section 7, he shall, subject to subsection (5), make an order in Form 1 in 
Schedule 2 (in this section referred to as a "Prohibition Order") prohibiting the 
keeping or use of the place of public entertainment for all purposes, or for any 
purposes specified in the Prohibition Order, with effect from the 8th day after copies 
of the order have been served under subsection (6).?
?
Chapter:? 172A Title:? PLACES OF PUBLIC ENTERTAINMENT 
REGULATIONS?
Regulation:? 162? Heading:? Licences?
?
(1) Any person who desires to keep or use any place of public entertainment to which 
regulation 3 does not apply shall apply in quadruplicate in such form, if any, as the 
licensing authority may specify to the licensing authority for the grant of a licence in 
respect thereof not less than 42 days before the commencement of the proposed 
entertainment, or such lesser period as the licensing authority may allow; but in case it 
is proposed to install laser equipment, or such equipment is already installed, in the 
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place to which the application relates, the application shall be in quintuplicate.?
(2) If the licensing authority does not reject an application sent to it under paragraph 
(1) it shall forward a copy of the application, together with a copy of any documents 
and particulars furnished in support of the application under this regulation, to- ?
(a) the Commissioner of Police; ?
(b) the Director of Fire Services; ?
(c) (i) in case the application relates to any place which is under the control of 
the Housing Authority, the Director of Housing; ?
(ii) in case the application relates to a vessel, the Director of Marine; or ?
(iii) in case the application relates to any other place, the Building Authority; 
and ?
(7) For the purposes of paragraph (8) the place in respect of which application is made 
under paragraph (1) shall be inspected at any time prior to the commencement of the 
proposed entertainment- ?
(a) by the Building Authority, or a public officer authorized by him in that behalf, 
for the purpose of ascertaining whether the requirements of paragraphs (a), (b), 
(c), (d), (e), (f), (g), (h), (i),(j), (k), (l), (m), (o), (p), (w) and (x) of regulation 164 
have been complied with; ?
(b) by the Director of Fire Services, or a fire services officer authorized by him 
in that behalf, for the purpose of ascertaining whether the requirements of 
paragraphs (n), (q), (s), (t), (u) and (v) of regulation 164 have been complied 
with; and (L.N. 193 of 1996) ?
(c) in the case of a vessel, by the Director of Marine, or a public officer 
authorized by him in that behalf, for the purpose of ascertaining whether the 
vessel may safely be used for the proposed entertainment. ?
(8) Subject to paragraph (9), where an application is made under paragraph (1), the 
licensing authority may, where it thinks fit and on being notified by each of the 
Commissioner of Police, the Director of Fire Services, the Director of Housing, the 
Director of Marine, the Building Authority and the Director of Electrical and 
Mechanical Services, in so far as he has been forwarded a copy of the application 
under paragraph (2), that he has no objection as regards the application, grant the 
licence sought under the application. (L.N. 193 of 1996) ?
?
Chapter:? 172A Title:? PLACES OF PUBLIC ENTERTAINMENT 
REGULATIONS?
Regulation:? 169? Heading:? Right of entry ?
?
The licensing authority, and any public officer authorized by the licensing authority, 
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any police officer of or above the rank of inspector, the Building Authority and any 
public officer authorized by him, the Director of Fire Services and any fire services 
officer authorized by him, any health inspector and, in the case of water-borne craft, 
the Director of Marine and any public officer authorized by him, may enter at any 
time any place in respect of which an application for a licence has been received by 
the licensing authority or a licence has been issued in order to inspect the same for the 
purposes of the Ordinance. ?
 
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 130? Heading:? Control over persons for purpose of unlawful 
sexual intercourse or prostitution?
?
(1) A person who-? ?
(a) harbours another person or exercises control or direction over another person 
with the intention that that person shall do unlawful sexual acts with others; or?
(b) harbours another person or exercises control, direction or influence over 
another person for the purpose of or with a view to that person's prostitution,?
shall be guilty of an offence and shall be liable on conviction on indictment to 
imprisonment for 14 years.? ?
?
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 131? Heading:? Causing prostitution?
?
(1) A person who-? ?
(a) procures another person to become, in Hong Kong or elsewhere, a prostitute; ?
(b) procures another person to leave Hong Kong, intending that other person to 
become, elsewhere, an inmate of or frequent any premises, vessel or place kept 
as a vice establishment; or?
(c) procures another person to leave her or his usual place of abode in Hong 
Kong, intending that other person to become an inmate of or frequent any 
premises, vessel or place kept as a vice establishment, in Hong Kong or 
elsewhere, for the purpose of prostitution,?
shall be guilty of an offence and shall be liable on conviction on indictment to 
imprisonment for 10 years.?
?
Chapter:? 200? Title:? CRIMES ORDINANCE?




(1) A person who in any manner or by any means detains another person against her 
or his will- (Amended 90 of 1991 s. 12)? ?
(a) with the intention that the other person shall do an unlawful sexual act; or ?
(b) on any premises or vessel, or in any place, kept as a vice establishment,?
shall be guilty of an offence and shall be liable on conviction on indictment to 
imprisonment for 14 years.?
 
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 135? Heading:? Causing or encouraging prostitution of, 
intercourse with, or indecent assault on, girl or 
boy under 16?
?
(1) A person who causes or encourages the prostitution of or an unlawful sexual act 
with a girl or boy under the age of 16 for whom that person is responsible shall be 
guilty of an offence and shall be liable on conviction on indictment to imprisonment 
for 10 years. (Replaced 90 of 1991 s. 13. Amended 31 of 1997 s. 10)?
(2) Where a girl or boy is a prostitute or has done an unlawful sexual act, a person 
shall be deemed for the purposes of this section to have caused or encouraged the 
same if that person knowingly allowed the girl or boy to consort with, or to enter or 
continue in the employment of, any prostitute or person of known immoral character. ?
?
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 136? Heading:? Causing or encouraging prostitution of mentally 
incapacitated person?
?
(1) Subject to subsection (2), a person who causes or encourages the prostitution in 
Hong Kong or elsewhere of a mentally incapacitated person shall be guilty of an 
offence and shall be liable on conviction on indictment to imprisonment for 10 years. 
(Amended 90 of 1991 s. 14)?
(2) A person who causes or encourages the prostitution of another is not guilty of an 
offence under this section if that person does not know and has no reason to suspect 
the other to be a mentally incapacitated person. (Replaced 90 of 1991 s. 14)? ?
 
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 137? Heading:? Living on earnings of prostitution of others?
?
(1) A person who knowingly lives wholly or in part on the earnings of prostitution of 
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another shall be guilty of an offence and shall be liable on conviction on indictment to 
imprisonment for 10 years. (Amended 31 of 1997 s. 11)?
(2) For the purposes of subsection (1), a person who lives with or is habitually in the 
company of a prostitute, or who exercises control, direction or influence over another 
person's movements in a way which shows he or she is aiding, abetting or compelling 
that other person's prostitution with others, shall be presumed to be knowingly living 
on the earnings of prostitution, unless he or she proves the contrary.? ?
 
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 139? Heading:? Keeping a vice establishment?
?
(1) A person who on any occasion- (Amended 69 of 1990 s. 3)? ?
(a) keeps any premises, vessel or place as a vice establishment; or?
(b) manages or assists in the management, or is otherwise in charge or control, of 
any premises, vessel or place kept as a vice establishment,?
shall be guilty of an offence and shall be liable-?(Amended 31 of 1997 s. 12)?
(i) on summary conviction to imprisonment for 3 years; or ?
(ii) on conviction on indictment to imprisonment for 10 years.?
 
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 143? Heading:? Letting premises for use as a vice establishment
?
(1) A person who, being the owner or tenant of any premises or his agent- ?
(a) lets the whole or part of the premises with the knowledge that it is to be kept, 
in  whole or in part, as a vice establishment; or?
(b) where the whole or part of the premises is used as a vice establishment, is 
wilfully a party to that use continuing,?
shall be guilty of an offence and shall be liable on conviction on indictment to 
imprisonment for 7 years. (Amended 31 of 1997 s. 13) 
 
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 144? Heading:? Tenant etc. permitting premises or vessel to be 
kept as a vice establishment?
?
(1) A person who- (Amended 69 of 1990 s. 3)? ?
(a) being the tenant or occupier, or person in charge, of any premises permits or 
suffers the whole or part of the premises to be kept as a vice establishment; or?
(b) being the owner, or the master or other person in charge, of any vessel 
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permits or suffers the whole or part of the vessel to be kept as a vice 
establishment,?
shall be guilty of an offence and shall be liable on conviction on indictment to 
imprisonment for 7 years. (Amended 31 of 1997 s. 14) 
 
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 145? Heading:? Tenant etc. permitting premises or vessel to be 
used for prostitution?
?
(1) A person who- (Amended 69 of 1990 s. 3)? ?
(a) being the tenant or occupier, or person in charge, of any premises permits or 
suffers the whole or part of the premises to be used for the purposes of habitual 
prostitution; or?
(b) being the owner, or the master or other person in charge, of any vessel 
permits or suffers the whole or part of the vessel to be used for the purpose of 
habitual prostitution,?
shall be guilty of an offence and shall be liable on conviction on indictment to 
imprisonment for 7 years. (Amended 31 of 1997 s. 15) 
 
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 147A Heading:? Prohibition of signs advertising prostitution?
?
(1) Any person who publicly displays, or causes or permits the public display of, a 
sign that advertises, or may reasonably be understood to advertise, the services of a 
prostitute or of a person who organizes or arranges prostitution shall be guilty of an 
offence and shall be liable on conviction to imprisonment for 12 months.? ?
?
Chapter:? 200? Title:? CRIMES ORDINANCE?
Section:? 147B? Heading:? Removal of signs advertising prostitution?
?
(1) Without prejudice to section 152 or 153, where a police officer of the rank of chief 
inspector or above reasonably believes that a sign is displayed in contravention of 
section 147A, he may in writing authorize any other police officer to cause the sign to 
be taken away or effaced. 
?
Chapter:? 266? Title:? MASSAGE ESTABLISHMENTS ORDINANCE
Section:? 4? Heading:? Prohibition on operating etc. massage 
establishment without a licence?
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?
(1) Any person who on any occasion operates, keeps, manages, assists in any capacity 
in the operation of, or assists in the management of, a massage establishment for the 
operation of which a licence is not in force commits an offence.?
(2) For the avoidance of doubt it is hereby declared that it shall not be a defence that a 
person charged with an offence under subsection (1) did not know that the operation 
of the massage establishment which is the subject of the offence was not licensed.?
?
Chapter:? 266? Title: ? MASSAGE ESTABLISHMENTS ORDINANCE
Section:? 6? Heading:? Application for and grant of licence?
?
(2) Subject to subsections (3) and (4), the licensing authority may, in his absolute 
discretion, grant a licence and may impose such conditions as he thinks fit.?
(3) The licensing authority shall not grant a licence unless he is satisfied that-? ?
(a) the applicant is a fit and proper person to operate a massage establishment;?
(b) the applicant will adequately and personally supervise the massage 
establishment;?
(c) the premises and the situation thereof are suitable for the operation of a 
massage establishment;?
(d) the massage establishment will not be operated in a manner contrary to the 
public interest.?
?
Chapter:? 266? Title:? MASSAGE ESTABLISHMENTS ORDINANCE
Section:? 8? Heading:? Revocation and suspension?
?
(1) The licensing authority may by notice in writing served upon the licensee either 
personally or by registered post revoke, suspend or refuse to renew any licence if in 
the opinion of the licensing authority- (Amended 6 of 1994 s. 49)? ?
(a) the licensee has been in breach of any conditions of the licence;?
(b) the licensee has ceased to satisfy any condition relating to the operation of the 
massage establishment in respect of which the licensing authority is required to 
be satisfied under section 6(3); or?
(c) the massage establishment the subject of the licence has been operated on any 
occasion since the date on which the licence was granted in any manner contrary 





Chapter:? 266? Title:? MASSAGE ESTABLISHMENTS ORDINANCE
Section:? 11? Heading:? Power of licensing authority and police to enter 
massage establishment?
?
(1) For the purpose of ascertaining whether the provisions of this Ordinance are being 
complied with the licensing authority, a police officer of the rank of sergeant or above 
or any person authorized in writing by the licensing authority in that behalf may on 
production of his authority (if required) enter and inspect any premises in relation to 
which a licence has been issued to operate a massage establishment.?
 
Chapter:? 266? Title:? MASSAGE ESTABLISHMENTS ORDINANCE
Section:? 13? Heading:? Offences in relation to licences?
?
(1) Any person who on any occasion operates, keeps, manages, assists in any capacity 
in the operation of, or assists in the management of, a massage establishment in regard 
to the operation of which a licence has been issued under this Ordinance otherwise 
than in accordance with the conditions of the licence commits an offence.?
?
Chapter:? 376? Title:? CLUBS (SAFETY OF PREMISES) 
ORDINANCE?
Section:? 4? Heading:? Restriction on operating club-house unless 
exempted or certified?
?
(1) Any person who on any occasion operates, keeps, manages or otherwise has 
control of a club-house in respect of which neither of the conditions indicated in 
subsection (2) has been satisfied commits an offence and is liable on conviction to a 
fine of $200000 and to imprisonment for 2 years and to a fine of $20000 for each day 
during which the offence continues. 
 
Chapter:? 376? Title:? CLUBS (SAFETY OF PREMISES) 
ORDINANCE?
Section:? 18? Heading:? Inspection of club-houses?
?
Any public officer authorized by the Secretary in writing for the purposes of this 
section may, without warrant and on production, if so required, of his written 
authorization and his identity card issued under the Registration of Persons Ordinance 
(Cap 177)-? ?
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(a) at all reasonable times enter and inspect any club-house or any premises 
which he has reason to suspect are used as or for the purposes of a club-house;?
(c) remove for further examination any book, document, apparatus, equipment or 
any other article which he has reason to suspect is evidence of the commission of 
an offence against this Ordinance, or is evidence of a ground for the cancellation 
of the certificate of compliance issued in respect of a club-house; and?
?
Chapter:? 435? Title:? AMUSEMENT GAME CENTRES ORDINANCE
Section:? 5? Heading:? Application for and grant of a licence?
?
(4) The Commissioner shall not grant a licence unless he is satisfied in relation to the 
proposed operation of the amusement game centre, that-? ?
(b) the place of proposed operation is-? ?
(i) suitable for the operation of an amusement game centre; and?
(ii) located in an area suitable for the operation of an amusement game 
centre.?
(5) In the making of a decision under subsection (4)(b) the Commissioner, without 
affecting the generality of that subsection, may take into account the views of persons 
whose place of residence or employment is within the District of the place of 
proposed operation.?
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Appendix 9 Interview record 
 
Interview with Mrs. Chan, whose neighbour is an OWB, living in Kwun Tong 
 
 Date: 13th February 2005 
 Time: 2:30 pm 
 Venue: Mrs. Chan’s home, a residential unit in Kwun Tong 
 
A: Author 
M: Mrs. Chan 
 
A: Good afternoon, Mrs. Chan. I am Kylie, a final year student from the Department 
of Real Estate and Construction of the University of Hong Kong. I am working on a 
research about determinants of distribution pattern of sex-oriented industry and the 
impact to the society as a whole. I know that one of your neighbour on this floor is an 
OWB, can you tell me something about your lives with sex worker? Is she already 
operating here when you first move in? 
M: Well, of course no. If I know that there is an OWB operating here, I would rather 
pay more to move to another premise. 
A: Then when did she move in as your neighbour? 
M: I think, it was about four years ago. I never thought about this when she first move 
in, she just looked like an ordinary middle-aged woman and was nice to us all. 
A: How did you eventually notice that? 
M: Oh, you know as I am just at her next door, the sound emitted would easily 
transmitted through the walls. I was not surprised when I heard some “noise”, you 
know, at the night, but I was amazed as I could heard those “noise” several times a 
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day even in the afternoon. Besides, when I came out from my unit, some of the 
strangers looked at me insincerely. I fear that they may have some vice intention, thus 
I decided to discuss with my other neighbours about what I saw, and one of them told 
me that Ms. Lam, that is she, was an OWB.  
A: How did your neighbour realize that? 
M: She said once she saw Ms. Lam and a guy coming out from Ms. Lam’s unit and 
Ms. Lam urged him to come again soon. She was strange and directly asked Ms. Lam 
why there were always different strangers visiting her. Ms. Lam was ashamed 
immediately, but my neighbour urged her to tell the truth. Eventually she admitted she 
was an OWB. 
A: After you notice the truth, how did you react? 
M: Ms. Lam was still nice to me, but obviously I was hostile to her. I felt so 
disgusting once I saw her. I told my husband and daughters about this, as my 2 
daughters were still small, I taught them never approach to Ms. Lam and even alienate 
her. I also told them to be very careful when they saw any strangers in the building, 
scream when they approach them. I really afraid her customers would jeopardize our 
family’s safety. 
A: So do you think she was a disturbance to you? 
M: Sure. If I was better off, I would definitely move away immediately. I don’t know 
whether it was my illusion, I always felt those guys regarded me as an OWB too. 
Their sight was so ghastly and made me feel annoyed. I forbid my daughters to go out 
even in the afternoon without my company. I even have to deliver them to school and 
wait for them at the bus stop when they returned from school even the stop was just 
next to the entrance of this building. I really feared, and this made me become 
sleepless in the night.  
A: It seemed you are really very annoyed by Ms. Lam. Nonetheless, is this only your 
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imagination and over-apprehended about the situation? Is there anything really 
happened? 
M: Well, there wasn’t anything happened on me indeed, but my neighbour told me 
once when she went home, a guy followed her and ask about the price. She was so 
frightened and scolded him. Since then, I was so alert about the guys approaching me 
or even just standing nearby. In case that they have any strange action, I could 
immediately run away. Also, I have installed two more locked on the door to protect 
my property. Yet, these were useless. I became very irritated and always quarreled 
with my family. I believed all these were due to that OWB, so one day I reported to 
police hope that they could force her to move away. 
A: The policemen came, but they did nothing to Ms. Lam? 
M: Yes, they came, asked and recorded what happened, told me they would handle the 
case, the only thing I should do was wait for them and then left. After that, I saw them 
asked Ms. Lam out from her unit and talked to her, I assumed they would really do 
something for me, but I was so disappointed, nothing happened, and Ms. Lam still 
operated there afterwards. 
A: You were angry about that, right? 
M: Certainly, but I did not give up. Since then I have reported to the police trice, I 
believed this could expel her, nonetheless, it didn’t. The policemen just told her that 
someone had report to police and asked her to reduce her noise and nothing more. 
This was not what I want, I was disappointed to the police and I decided to solve the 
problem by myself. 
A: What have you done?  
M: I asked her out and tried to threaten her away, but she seemed to be pity. She told 
me that she has already moved for four times due to the pressure from the nearby 
residents and police’s actions. She couldn’t find a well paid job as she was from the 
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mainland China, but still has to support her family after her husband has left her and 
her children. This was her only way out. She understood that she may bring some 
troubles to us all, but hope us can be sympathetic to her situation. I felt sorry for her.  
A: So you allowed her to stay? 
M: I then discussed the situation with other neighbours, they also felt sympathy yet 
they admitted the necessity to protect our interest is of the top priority. Thus, we held 
series of discussions with Ms. Lam, hoping to solve the dilemma by compromise.  
A: What have you agreed on? 
M: We first figured out what are the main disturbances, which included the security 
problem at night, the noise emitted, the safety of other women and negative impacts to 
children and teenagers. To tackle these problems, we outlined some regulations if she 
wished to continue operation. First, we hoped her opening hours can adjust from 12 
noon to 8 pm, so that there won’t be other strangers wandering in the building at night 
after most of the residents have slept. Second, we hoped her to minimize her noise 
emitted by either self-control or add some sound absorbing materials in her premise. 
Apart from that, we advised her not to wear too sexy in common areas as well as not 
to talk about any pornographic issues with children and teenagers. Last but no least, 
although it was often out of her control, we still urged her to tell her customers not to 
disturb other women in this building and told them she was the only sex worker here, 
so that they won’t disturb other female residents here.  
A: Did she accord with your suggestions?  
M: Actually she agreed to most of them, yet she raised the problem that if she has to 
be closed too early, this would directly reduce her income, so she suggested extending 
the working hours to 10 pm at night. Besides, she hoped that if she could really follow 
these regulations, we, that is the other neighbours would not report to police or expel 
her from the premise. We promised her about there if she could do so, some even 
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would inform her about the coming of police. Then, we compromised.  
A: Well, did she follow all the suggested regulations then? 
M: Be frank, I know that she has tried her best to reduce disturbances to us all, but 
sometimes, things were out of her control, especially the actions of her customers. 
When the disturbance was not too serious, we would try to endure it. Meanwhile, we 
would also do some measures to protect ourselves, like educate our children and teach 
them how to protect themselves when they met those customers who are annoying. 
Until now, I accorded all things go well and we are so called “harmony”, though I still 
hope that she could move away soon in the future. 
A: I see, Thank you, Mrs. Chan. This interview allows me to better understand lives 
with sex worker operating nearby. The information you provided is very useful. 
M: You are welcome. I hope that this really helps you. 
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